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You say that 
; was created by high- 
ded people in search of reli- 
ous and political freedom”, 
tioning the “Pilgrim Fa- 
stra ` (January 23rd). You also 
state that Australia was settled 
ap “excrementitious mass”, 
Two points. First, the Pilgrim 
thers wanted a place where 
ey could live and rule accord- 
g to their version of God’s 
ws. They and their descen- 
lants hanged: Quakers for 
éaching and banished Baptists 
d others. A curious brand of 
ligious freedom. 

Second, the excrementitious 
ass was shipped to Australia 
mly after the loss of what be- 
me the United States pre- 
ented dumping of the mass into 
vhat are now the southern states 
f the United States. It has be- 
ome convenient to forget that 
he American South was the 
original dustbin of the British 
‘mpire. 

Milwaukee, 


Wisconsin AL GEIERSBACH 





Em. Nout condescending tone 
s less than Australians or the 
est of your readers deserve. 
iven the choice of the cover 
shotograph seemed designed to 
enigrate the dignity of the 
oung nation which has given 
he world (and Mother England 
s well) so much-—its youth in 
lefence of Britain and world 
reedom in all the major wars 
ince that with the Boers, great 
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writers, explorers, aviators and a 
host of other notables. 

There were free men as well as 
convicts with the First Fleet and 
waves of subsequent immigrants 
could hardly be classified as an 
“excrementitious mass”. The 
crimes of most of those early 
convicts would have been slight 
enough to send many of us 
moderns off on an Antipodean 
voyage had not more humane 
laws been promulgated. 


New York LS LAMENSDORF 
E 

Managers 

Sirn—Your leader “Managers 


need milestones” (January 23rd) 
is right to underline the impor- 
tance for managers of establish- 
ing short-term targets by which 
they can monitor their strategic 
progress. Without such mile- 
stones it is hard, maybe impossi- 


ble, to determine whether strate- 
successfully 


gies are being 
implemented. 
But few companies do identify 


measurable strategic milestones. 


Financial figures are reported 
with great detail and regulated 
and checked against the budget, 
but there is no comparable at- 
tempt to track progress against 
non-financial strategic targets. 
Despite enormous efforts in 
planning strategy, little atten- 
tion is paid to controlling its 
implementation. 

This paradox represents a ba- 
sic gap in the strategic manage- 
ment process for many compa- 
nies. The Ashridge Strategic 
Management Centre is trying to 






ism’, it says, 
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use strategic ‘milestones in their go an 
control systems and would be in- 


terested in hearing from any 
manager whose company does 
use such milestones. 

London MICHAEL GOOLD 





President Mubarak 


Sir—I was stunned by the title of | 


your article on President Hosni 


Mubarak, “A beggar with influ- 


ence” (January 23rd). Egypt is a 


country. with more than 7,000 


years of history and today with 


50m people. President Mubarak 
is not a beggar. If you refer to the 
Financial Times of January 26th, 
you will find an article headed 
“False ‘Ceausescu letter insults 


Queen.” A simple letter, and the. 
British press called that an insult 


to Her Majesty. When our presi- 
dent is called a beggar, how do 
you think we feel? 

Brussels. Hussein CHAFFAR 





Disgusted, Twickenham 


Sir-—-The Eonomist cannot come 
to terms with the idea that a 
highly popular national sport is 
played for enjoyment and not 
for monetary reward (“Rugby 
fails the screen test”, January 
23rd). “Accept professional- 
“recognising that 
in all but name it is already 
here.” | 
You really must do better 
than this and keep your wishful 
thinking to yourself. Despite me- 
dia pressure, rugby union foot- 
ball remains delightfully amateur 
and has no need to import 
American gimmicks. Selling 
what you rightly describe as a 
fine product is one thing, pros- 
tituting it is another. 
Dubey Woop 
Secretary 
Rugby Football 


Union 


Twickenham, 





eeben 


SiR—Rugby does need to learn 
how to sell itself, but not by the 
methods you suggest. Interna- 
tional fixtures are sold out weeks 
in advance, so bigger stadiums 


and better camera coverage and 


ticket distribution would make 
player and on-site sponsorship a 
lot more attractive. 

A readjustment of two points 
forall kicks and six points for a 


` try will result in better rugby. As | 
É ‘for a litle: oa eh armour Le 
: ole j me 









more to e exploit te: jeerber ment; 
first-class matches are poorly ad- 
vertised. The presentation and 
commentary are dire, and more 
should be done to entice the 
unconverted. 


Edinburgh James GRAND 


WË 


Sik--Rugby should certainly be 
more like American football. 
And cricketers should wear 


cknickerbockers, used pouched 


leather gloves and run all around 





ZEUAN T toy 
ti wt? Ju shad Kid See 


the ground instead of merely be- 
tween the wickets. Perhaps your 
market-doped writer would re- 
flect, after another wide-eyed 
trip across the Atlantic, that the 
attraction of American and Eu- 
ropean sports—-and of America 
and Europe themselves—lies in 
their difference, not in commer- 
cial prospects for merging them. 
Paris A. COSGROVE 


SiR-—-After painfully reading 
your leader, may | beg you not to 
write about the game again? 


Twickenham, 


Middlesex D. Wapswori 
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EIU Regional Relerence Series 
CHINA, JAPAN AND 
THE ASIAN NICS 


A comprehensive guide to the economies of 
the region. in 200 pages, this volume gives a 
— complete overview of the main regional 
issues in a series of introductory articles by 
specialist writers, The seven countries 
covered, China, Japan, Hong Kong, Macau, 
Singapore, South Korea and Taiwan, are then 
discussed separately, with analysis of the 
latest developments and a complete set of 
macroeconomic indicators, maps and trade 
data for each, 
Price including postage: £115 UK & Europe: 
US$195 North America, £120 Rest of World, 


The Economist an Unit Lid 
Marketing Oepariment (EYAL) ` 



















































































To £2 79 5 O inc. 


An experienced Economist is urgently sanud 
Be to advise and assist the Falkland Islands 

~- Government in planning future develo opment 

` of the Islands. | 


expert advice on urgent short term issues and 
longer term development policy to the Chief 
Executive of the Government (who is also 
` Vice-Chairman of the Development Corporation). 
- Specifically you will establish a five year 
development plan, put forward financial 
projections of Government and Development 
Corporation revenue and expenditure; assist in 
formulating development budgets; take 
development projects from identification stage 
to monitoring; and improve the economic and 
` statistical database needed to plan the Islands 
= economy and welfare. 


economic statistics, project appraisal, and planning 
& forecasting. Experience of small island ` ` 
economies and data collection er en wouid 
also be desirable. 


Terms & Rewards 
i On contract to the British Government for 

-2 years, on loan to the Government of the Falkland 
islands you will receive a salary (UK taxable) in the 
range £19,450 to £25,625 pa, with tax free _ 
` allowances of £235 to £2,325. Other benefits. 
: include annual fare-paid leave, family passages, 

< children’s education allowances, free 
accommodation and medical attention. 


- For details and application form, please write, 
“quoting job title and ref. AH369/IM/E, to: 

. Appointments Officer, Overseas Development 

Administration, AH 351, Abercrombie House, 

~ Eaglesham Road, EAST KILBRIDE, Glasgow G75 SEA 

> Or Tel: 03552 41199, extension 3571. 

Completed applications must be received by 

- 5th March 1988. 


For the last two decades, ‘the BMB group poi companies has been 
|. providing management consultancy services to developing coun- 
“tries, Its areas of work include organisation and management 












This high profile role will involve you in pieviding | 








You should be a British citizen with experience of 





| Street, London SWIA 1HG. 


development, training, planning, finance and economics in all 
- development sectors. It carries out diagnostic studies and also 


| provides management assistance to Start up new institutions or 
" 0 implement change. 


The 
offices in Belgium, West Germany, Indonesia, the Philippines, 


group is experiencing.a period of growth.and expansion and, 
| ts headquarters in the Netherlands, has at present 





‘Sri Lanka, North Yemen,. Sudan and Nigeria, BMB staff are 
t rently working on some 50 la in Africa, Asia and Latin 


AB i ; requesting the services of a: 


’ Development B Banker 


BCE Vërëad candidate, besides ielovant ¢ qualifications, should 
ve several years of experience in development finance institu- 


i ions, preferably in the Far East. Knowledge of Malay would be a 
~ distinct advantage. 


an interested, please write with detailed curriculum vitae to: 


Ber Wanagement Sg for Development B.V. 


5000 AA TILBURG 
The Netherlands 


POLITICAL CONSULTANCY 


A highly professional group of policy analysts and 


advocates is seeking to interview full-time director 
and senior consultant-level candidates. 


Applicants i in both cases will have at least ten years 


experience of senior policy work both within and 
with Whitehall and Parliament. They will be entre- 


“preneurial, capable of further. strengthening the 


company’s growing client list; presentable and 


keen to contribute to an intellectually demanding 
environment. The work involves research, the 


planning and making of representations to Govern- 
ment and business management. The company is 


seeking self starters with abundant initiative and the 
ability to work in small, close teams of advisers. At 


executive level, experience in one of three key 
policy areas: Treasury . and City regulation; compe- 
tition and computers and telecommunications 
would be desirable. 


The company offers competitive salary, pension 
and health care benefits. 


Write in confidence with curriculum vitae to Box 
3581, The Economist Newspaper, 25 St James’s 


















e g ie . Expanding a and needs a ei 
MANAGING CONSULTANT | 
WITH DIRECTOR POTENTIAL 


In one of two transport fields, either | f 
Transport impacts of UK Property Development 
whether Private or Public sector; or 
International Transport Sector Economics: 


with an emphasis on Third World assignments on behalf of multilateral 
agencies 


The career step we. have in mind is for an ambitious and undervalued 
professional consultant, probably in his mid or early 30s who feels 
capable of taking a greater role in team supervision and in attracting 
new clients into his sector of responsibility. Salary is unlikely to be an 
Geier to appointment, but si ial experience in consultancy is 
essential. ` ` 


The TecnEcon practice includes aviation consultants Alan Stratford. 
and Associates Ltd, and the commissions from our clients are varied. 
and interesting. Typically, they currently include Public Transport 
Schemes in London's Docklands; Hotel and Leisure Complexes in the 
Home Counties; Airport Noise Studies for Birmingham and. Traffic 
Management Studies for DTp; a Transport Sector Study for Nepal; 
Container Terminal JVs in China; and Development Studies in the 
Pacific and Bhutan. Ze 


In the first instance, ə, curriculum vitaes should be sent (Ref MCR 1/88) 
to: e 










i | ULG Conmitants, Ltd | member of the 


| Intemational Management Consultants in | 
` Agriculture and Rural Development 






















| ULG Consultants Limited is idandid ii per er tand associate 
|. Staff to undertake long and short term. assignments in 5 developing 
-countries worldwide. The following are required: , 


Economists and Agricultural Economists with experience in: > 
-project appraisal — monitoring and evaluati ion Reef EES — ` 
tural credit - marketing 


-Agronomists with experience in: . : 
_ irrigated agriculture — rural development = -tree crops extension and : 
training — commercial farming , | 


isheries Specialists with experience in: ` 
- ..juaculture ~ fishing economics — -fishing ir 


Environmental Specialists with experience in: 
resource conservation ~ impact analysis — — wildlife - sien 


Project Managers with experience | in leading multidisciplinary rural i 
development projects: S 


dE from professionals in the ‘above and. related disei- l 
_ plines should include a detailed curriculum vitae and an. Indication: 
| e availability for interview in the UK. 


Please write in confidence to Birmingham Road, Saltistord, : 
Warwick CV34 4TT. Tel: (0926) 496121, for the attention of The 
Manager, CSU, quoting reference ‘No. ME. 183 i 
































NB: TecnEcon maintains an active register of Specialist Independent Consul ` E 
tants and we welcome. new additions in all’sectors of development advice, 


os | ranging from ee finance Sg retail ea to tropical agriculture. 














SRI International, one of the world’s leading independent research organisations 
and pre-eminent management co consult ncies, has appointments in their Croydon- 
based European Management. Consulting Practice in the fields of Financial and 
Strategy Management, Telecoms and Electronics, Information mmer and ` 
Information Systems. 





Candidates must be graduates, pieterably supported by an MBA in business 
studies and asecond European language, offer blue chip company experience and 
demonstrate business development and project manageme ent skills. 


SRI emphasises the need for the personal qualities required for consulting at 
boardroom level whilst. working ¢ on some of the world’s most exciting and exacting 
projects. 


Please write to Mrs Sue Heppell at the address below, or if you prefer telephone, 
quoting reference number 88/001. 


SRI International S 
. Menlo Park House A Addiscombe Road ` 
Croydon CRO STT UK. Tel: SEN 6865555 ` 


SRI International 








































The Saudi Basic Industries Corporation (SABIC)— a world class manufacturer and marketer of petrochemicals—has seven 
immediate openings for qualified professionals in its corporate headquarters in Riyadh, Saudi Arabia: ~ 


PLANNING ADVISOR (Planning Department): Advises and assists senior management on. a variety of planning issues, 
including annual planning and stewardship reporting systems for headquarters, marketing companies, and manufacturing 






. companies; helps prepare long-range plans; and develops computer models for long-range planning. 
- The successful candidate should have: ae EE er oe ee 
@ 15-20 years of diverse experience in.petrochemicals and related fields, including su bstantial planning experience; | 
@ a thorough knowledge of the world petrochemical industry, of other basic industries ( lastics, fertilizers, specialty ` 
organics, and metals), and of the inter-relationships between petroleum refining and downstream processing of 
| petrochemicals; and scil dë ie 
OG A BSc in engineering or science (degrees in economics or finance may also be considered). MBA desired. 
INVESTMENT AND PORTFOLIO ADVISOR (Planning Department): Advises and assists senior management in managing 
_ cash, retained earnings, and other sources of short-, medium-, and long-term investments; develops objectives.and guidelines 
for cash management and portfolio investment program; surveys, analyses and recommends worldwide investment 
alternatives; forecasts cash flows; prepares status reports on investments; and develops computer models to apply to this work. 
- The successful candidate should have: © oe E SR dä e 
@ 7-10 years of commercial or industrial experience managing and investing sizeable sums of money and financial 
instruments; and og EE o 
: @ a BSc in finance, economics, or marketing. MBA highly desired. | Ea 
` TRADE ADVISOR (Studies Department): Provides analytical support and advice to senior management on all trade matters 
affecting SABIC’s business; identifies trading opportunities; and prepares market studies for new products. 
The successful candidate should have: | Sige . obs oe 
@ 10 years experience in international trading, preferably in petrochemicals; 
@ in-depth knowledge of international trade regulations and 
affecting petrochemicals and metals); and ` ; 


current international trade restrictions (especially those 

@ a degree in marketing, with a concentration in international trade. p> abides a a eae 
PETROCHEMICALS ADVISOR (Studies Department): Assists and advises senior management on improving plant operating 
efficiences and expanding plant capacities; evaluates proposals and recommends. opportunities for investment. in 
petrochemicals; determines investment requirements for new projects, and estimates operating costs; and identifies and 
evaluates technologies for projects. RE d g 
The successful candidate should have: : a 

@ 15 years diverse experience in operating basic and downstream petrochemical plants; and 

@ a postgraduate degree in chemical engineering. ` | | 4 7 

@ Some R&D background in petrochemicals is desired. | 
MARKETING ADVISOR (Studies Department): Conducts market research, assists and advises senior management on 
identifying market opportunities and developing marketing strategies; evaluates and prepares feasibility studies; and identifies 
investment opportunities. 
The successful candidate should have: _ . 

E? e We experience in marketing petrochemical products in a large petrochemical company or international trading 

irm; an Ee ee EE SZ 
@ an MBA in marketing, and an undergraduate degree in business administration. Bi 











FINANCIAL ADVISOR (Studies Department): Advises senior management on a variety of financial management issues; 
prepares and evaluates feasibility studies; evaluates complex business problems; and analyses performance of subsidiary 
companies. l CNN 
The successful candidate should have: | | E 8 . 
@ 10 years experience in corporate finance, preferably in a management consulting firm or head office of a large 
industrial company; and | Te Dese | 
@ an MBA in finance, and an undergraduate degree in business administration. 










MIS ADVISOR (Information Department): Advises and supports SABIC’s management in planning, developing, and directing 

a corporate-wide, integrated information system, and provides functional guidance and direction about information systems to 

organisations throughout the corporate structure. . SCENE ; 

The successful candidate should have: Se 
@ in-depth technical knowledge of information systems, hardware and software, including 15 years of experience, 

primarily in the technical aspects of such systems; oo ' 

@ experience on IBM 4361 and VM/SP, VSE/SP; and ee, 4k 
@ a Bachelor's degree, preferably in management information systems or computer sciences. An MBA is desired. 

interested individuals should send a letter, résumé, and salary history to: Morgan-Newman Associates Inc, 1010 N. Glebe 

Road, Suite 500, Arlington, Virginia 22201. Please note on envelope the position being applied for. rr ee 













In addition to challenging jobs, S/ BIC offers attractive benefits and salaries commensurate with company policies and levels 
of experience of successful candidates; = — —— eee ii ee ee 
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business community. yoo 


The contract offers the full ran e of s senior r executive Gen, and salary will 
zm negotiated in excess of U $$100, 000 p.a. plus a PAATE RAS 
onus. 


Please apply in the first instance, and in ‘the strictest confidence, quoting 
Reference 363/6, to T. C. Walker, Managing Director, ees Barker MSI, ` 
30 Farringdon Street, ‘London EC4A 4EA. Tel: 01 -634 1141. 
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The Base! Symphony Orchestra, wiih guest conductor Pierre Boulez, in the Music Auditorium: of the Stadt: 





When it comes to the orchestration of a Swiss airport, 
you hear only the best from all sides. 


As you'd expect, the worldwide readers of Business Traveller Magazine are all seasoned and 
demanding air travellers and globetrotters. So it’s no wonder that in 1987 they chose Swissair 
as the world’s best airline for the sixth consecutive time. And Zurich as one of the top 
three airports. Excellent connections, fast transfer times, ‘attractive shopping and helpful, 
courteous staff, are all part of the outstanding repertoire of Swissair and the Swiss airports. 
With such a finely tuned orchestration and concerted effort, Switzer- 
land is not surprisingly one of the world’s classic transfer countries. 
10 











Rom D, E u rope E 


TALIAN businessmen talk volumes about 
it, the French have visionary dreams about- 
it, the West Germans plan quietly for it. “It” 
is December 31.1992, the date by which the ` 
European Community i is supposed to become 
a true common market. Only odd-woman-out 
Britain chooses a cynicism that may be ae ` 
practically realistic as it is commercially un- 
aginative and politically crass. The hope of ` 
> others—that after 1992 people will buy 
and sell goods and services as easily across the 
EEC’s internal national frontiers.as they now 





do between the united states of America, malig: prices in 


Lisbon and London as equal as they are in Los Angeles and 
New York—may prove up to two-thirds a Eurofib. But it will 
be important for all the EEC’s governments to strive towards 


the third that is a possibility during a 1988-92 when the EEC 


might otherwise come apart at the seams. — 


One success, one matter pending ando one site 
The pioneers of European union after 1945 had three objec- 


tives. First and foremost, they wanted to mix the countries of — 


Western Europe so intricately together that France and Ger, 
many could not again go to war across the Rhine approxi- 


mately three times in each lifetime of 70 years. Blessed are 


those peacemakers; with help from Russia’s new proximity, 
they won. Second, the pioneers thought a gradual end to in- 
ternal tariffs would leave them with trade as free as Montana 
— Ze with Wyoming. It did not, because national bureaucracies 

ave put several thousand previously unimaginable non-tariff 
interferences in the way, and the objective for 1992 is to re- 
move as many of these as timid politicians dare. Third, the 
pioneers assumed that the Europeanisation of sc some decisions 
would help bring a majority that would say:“We are here do- 
ing something that is impoverishing all of us, so let’s stop do- 
ing it.” Exactly the opposite has occurred. 

The European Commission has found itself most popular 
with politicians when it is organising or maintaining some un- 
economic cartel in steel; or airfares, or textile quotas against 
poor countries, or Western Europe’s s own food. In Brussels 
this weekend Mrs Margaret Thatcher will be inveighing 
against the bankrupting of the EEC’s farm budget as a result of 
accelerating political cowardice, mendacity and fraud. In 1984 
new quotas were supposed to stop European farm spending 
going above £121 billion a year, but it is now at an annual 
£19 billion and rising—in order to prop up a system which 
requires the poorest Europeans to pay three times the world 
market price for their food. British or other taxpayers and 





-consumers will not ‘long goon paying for this ce common nagricu L 
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Bangladeshes could make those clothes 50% cheaper. Cou 


build their factories in one country rather than another— 
















































tural policy, because it has reached what De 
— ald Michie called the status of an undone ‘ 
button: it neither protects merit nor restra 
impropriety. 
During the period when payments fo 
other people’s farmers are at last cut, ther 
danger that the European idea might eit 
| disintegrate or stagnate. Owing to lack of 
| _ terest, tomorrow has been cancelled? The b 
way to maintain momentum will be to en 
~~ all of the 300 legislative clauses that the Eure 
pean Commission (see pages 47-50) is pri 
ing in its fight against Europe s worst protectionist re: 
tions: the “health” rules that stop you buying a foreign bee 
on the ground that it would make you less inebriated, th 
bans on buying freer countries’ less regulated (ie, le: 
cartelised) insurance policies because they offer fairer ter 
the rejection of neighbours’ quality standards when consu 
ers should be allowed to choose. By 1992 no German should 
be banned from buying a Greek’s cheaper chalk, chees 
banking services or sealing wax. 
. While a reforming EEC is imposing these competitive bless 
ings on European consumers, a lot of Europeans will screar 
blue murder against them. Every autumn’s fall of leaves in the 
Black Forest will be blamed on pollution from Durhat 
Nissan cars, each Parisian case of food poisoning will be 
cribed to the-import into France of rather better Spanish 
wine. As the rough harmonisation of VAT proceeds, the Bri 
ish will screech against any 4%. tax on children’s clothes, a 
though allowing unlimited textile imports from th 











tries with dotty VAT multi-rates, like Denmark, will find la 
discount stores sensibly sprouting just across their borders 

- For there will be some equalisation of prices across Euroy 
as 1992 approaches, and the successful companies will b 
those that plan to take advantage of this rather huge fact. A 
the Japanese have noted, and Ford strikers by 1992 will do, 
will then no longer be possible for Ford to sell the same car fo 
£9,900 in Britain and £8,000 in Belgium. The recognitior 
last explicit in the march to 1992 is thar Europe can prospe 
only if it learns to buy and produce in the most competitix 
markets. a 

It may be that small and large European companies will 
first be bad at this. The Japanese strode more purposef 
than native American producers into America’s single mar 
for tomorrow’s goods, and they are betting that Europea 
short-sightedness will be even crasser. This—and the sub: 
dies that European governments are fighting to give them t 
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aiwan, which in 1952 had a GNP per head of $480 { 


ollars), has since grown by almost 9% a year in real terms. i 


an 20 times that of the 1 billion or so Chinese. The 6m 
Hongkongers are almost 35 times richer than the Chinese. 
Hongkongers have a free press and civil liberties. Taiwanese 
are moving that way—and moving faster than Hongkong to- 


_ are inching along. Would it not make sense for Hongkong’s or 
` Taiwan’s management methods to be introduced to the e big- 
ger, but worse-run, establishment? 


to take over Hongkong, and if there is an acquisition involv- 
ing Taiwan it will be launched from Beijing, not Taipei, Yet 
China’s plans for Hongkong (which reverts to China in 1997) 
and its irredentist ambitions for Taiwan (which it has not con- 
trolled since 1895) are running into a formidable obstacle: the 
arnings of Hongkongers and Taiwanese for democratic gov- 
nment. How China negotiates this obstacle over the next 
w years will decide not just whether it absorbs Taiwan and 
nder what circumstances it takes Hongkong. It will also de- 
mine much about the path of reform in China itself. 


eunification has its price 


ongkong seems less of a headache for China; jah AE 
he British government is more eager to placate China than to 
rect a strong barrier to a post-1997 communist erosion of 
ongkong’s freedoms. On February 10th the Hongkong ad- 
inistration published its policy on democratisation. It could 
have been written in Beijing. There will be no direct elections 
to the Hongkong legislature until 1991 (when China’s “basic 
law” for the territory is to come into effect). Worse, the Brit- 
sh have caved in to China’s wish for only a token democracy: 
only ten of the body’s 56 members will be directly elected. The 


e The signing of petitions, the attendance at rallies, the 
outspokenness of people like Mr Martin Lee, a member of 


It signs that Honorees want to be goverr 





quiet heroic. Shall we dance? 


aiwanese and Gage SE down a road China will one eday have to follow 


THERE were a free market in countries, eithée Hongkong 
op Taiwan should be launching a takeover bid for Chine | 


9m people now have a GNP per head of $5,000 a year, more ` 
_wards democracy. In China economic and political. reforms — 


That is not the. way of the political world. China i is. going | 


-they fle 


olony’s residents are less supine than the British govern- 


ongkong’s legislature, in favour of direct elections: these are 
ned by. people See 


fathers was to ‘demolish frontiers (welcoming multin 
guestworkers, tourists and free-ish capital movements) rather 
than—as in 1919—make frontiers more bristly. Today it 
would not be possible for any free OECD country to get a really 
fascist or communist government, because half its ect 
wealth would be telecommunicated abroad in its. first hour. 
The scrapping of Europe’s internal protectionism between 
now and: 1992 should be another and irreversible ae in this 

















































they deen rather than by peace ane are chosen for the: 
China does not like the Hongkongers’ stubbornness c.. 
bit. How far will it go to suppress it? Direct elections are be- 
coming the litmus test of China’s intentions towards Hong- 
kong: will China allow Hongkong the freedom it needs to 
prosper? China has good reasons for trying to pass the test. It 
does not want Hongkong, through which it gets a third or 
more. of its foreign-exchange earnings, to be turned into a 
worthless. shell by capital and human flight. China is even 
more concerned about reclaiming Taiwan—and the Taiwan- 








ese are watching Hongkong’s story unfold. 


_ Taiwan’s own story, however, is overtaking Hongkong’s. 
The reforms that Taiwan’s late President Chiang Ching-kuo 
began have now been given a strong push forward, less than a 


Ga month. after his death, by his successor, Mr Lee Teng-hui (see 
page 24). T 





re members of parliament in their 80s and 90s 
who“ ‘represent’ ’ constituencies in China they last saw before 
d rbe mainland in 1949 are to be pensioned off. All 
seats will eventually be filled by elections in Taiwan. 

This drives two stakes into the heart of China Taiwan 





policy. China’s Communists and Taiwan’s Kuomintanger~ 


hated each other, but it was the hatred of brothers. They < 
ways agreed that the “Taiwan province” was part of China; 
the only. question was who ran China. In Taiwan that fiction 
is going, along with the old men who made it. Second, the 
freeing of the “mainland” seats will give more scope for demo- 
cratic choice in Taiwan—including the choice of the opposi- 
tion Democratic Progressive party, which advocates “self- 
determination” (meaning independence) for Taiwan. 
What. happens in Hongkong and Taiwan, and what 
China does about it, will not be just peripheral melodramas. 
Reformist communists everywhere still stubbornly believe it is 
possible to make a planned economy run more efficiently and 
yet preserve the one-party monopoly of politics. They are 
wrong. They cannot avoid that pesky democratic instinct 
which goes hand in hand with the economic experiments and 
evolution they want to encourage. China will eventually have 
to give up the experiments, or itself give in to the self-deter- 
mination that Hongkongers and Taiwanese clamour for. 
Maybe Hongkong and Taiwan will take over China after all. 
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A JITHOUT doubt,” begins a new book by the person- 
-o V V nel director of Nissan British car works, “the great- 
est concern of the potential inward investor...is [Britain’s] in- 
dustrial relations record.” Should foreign investors read his 
account of placid workforce and expanding production near 
Newcastle, and take for granted industrial peace under Mrs 
Thatcher? Or should they note this month’s strikes at Ford, 
by the seamen, and in the health service, and conclude that 
the British disease has not been cured? 

Part of the reason that the number of strikes halved in the 
early and mid-1980s was crude: fear of losing one’s job and 

_ fi not being able to get another. The stick of unemploy- 

wnaent rose by 43% between early 1981 and late 1983, then 
more slowly until 1986. The carrot—real earnings for those in 
work—rose almost 35% between 1980 and 1987. The eco- 
nomic signal to most workers was unmistakeable: high wages 
if you don’t strike, the dole if you do. | | 

That fear is going. Unemployment has fallen for 18 
successive months, and all but disappeared in parts of the 
south. Wages are rising ever faster: an annual rate of 12-13% 
in the two most recently recorded months. Some private-sec- 
tor workers have discovered that it may, once again, be worth 
striking for more pay. + 4 


Enter the law 
Economic fear may have deterred strikes temporarily; legal 
reality is intended to be a permanent curb. Most of the gov- 
ernment’s labour laws have been aimed at limiting unions’ 
legal immunities. Employers can now seek compensation for 
political strikes, or for strikes aimed at someone else but 
which hurt them too. And they can sue a union if it strikes 
-without a ballot. Members no longer have to endure trial by 
ass meeting to express their second thoughts. They can vote 
in secret, or their union must pay for the consequences. 
There are still some union leaders—by no means all—for 











When a company is threatened with a takeover, the raider is often 


exceptionally well informed 


Go E are the days when a company could expect nothing 
more threatening from its bankers than working capital, 
cash management and a good lunch. Competition in financial 
markets has shaken the old corporate-banking ties, October's 
stockmarket crash briefly stifled the takeover business in Brit- 
ain and America, but a new wave of bids is provoking more 
than the usual howls of foul play. Companies that thought 
_ they had special links with a bank look down the smoking 








A few big strikes do not mean that the British disease is back 





barrel of a hunter’s gun—and find the bank reloading. 


tor. Pearson changed advisers. 
> Citibank lent to Dee Corporation 














whom memories of mass meetings and sympathy strikes b: 
a gleam to the eye. Mr Sam McCluskie of the seamen’s uni 
watched from the sidelines as his members went on stri 
without a ballot; Mr Brian Nicholson of the transport u 
appealed to port and transport workers to back the Ford stri 
ers. Yet unlike the crustier union barons, the brighter labo: 
leaders know that strikes ultimately damage unions. One | 
the main reasons for their difficulties in recruiting new mer 
bers is that many workers associate unions with strikes, an 
want no part of them. 

That is an important change in the climate. Yet it w 
become permanent only when unions—members and of 
cials—stop believing that the new legal framework is unfa 
and will be repealed once Labour gets back into governi 
The emergence of such a consensus may need concessi 
from both Tory and Labour politicians. Mr Norman Fow 
the employment secretary, has a bill that will desirably curta 
the closed shop and give union members (not just their en 
ployers) a remedy when they are denied a vote on whether to 
strike. Because these and earlier changes to the law will ma 
union membership both voluntary and much more demo- 
cratic, it is unnecessary for Mr Fowler’s bill also to include 
provision that would protect members from union discipline 
if they cross their fellows’ picket lines. The Thatcher Torie 
unlike the Heath Tories, have made progress with industrial- 
relations reform by being more intelligently discriminating in 
their approach to the art of the possible: this-is a provision 
that Mr Fowler should drop. E 

As for Labour, it should reflect that if it wants to be a 
party with something to offer the Britain of tomorrow, | t 
should be prepared to say something to the Britain of tod y- 
For example, that investment by foreign companies gives mi 
lions of Britons well-paid jobs; and that trade unionists wi 
not win the respect they crave if they break the law, or obe 
only in the letter while despising its spirit. 














































Pearson, a British conglomerate (which owns, indirectly 
half of The Economist), was a corporate-finance client of S.G 
Warburg, a British investment house. It was mightily peeve 
when Warburg's market-making arm acquired a 4.9% stake l 
Pearson for Mr Carlo De Benedetti, a world-class Euro-preda 
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a British retailer), a 








































































T Dee y shares, ae the ‘summer of 1987 
i bank: aed to 5 interest Dee in a management buy-out that 
s later turned down. Citi then lead-managed the bank syn- 
te financing most of a £2 billion hostile bid for Dee from 
other British company, Barker & Dobson Group. Mr Alec 
onk, Dee’s boss, reckons Citi acted in a “pretty low-down 
". Dee has shifted some of its business. 

-The biggest shock came last month. Morgan Guaranty, 





id-mänaged an unwelcome bid by Switzerland’s Hoffmann- 
Roche for Sterling Drug. It was America’s first multi-bil- 
n-dollar hostile takeover piloted by a commercial bank. 
Morgan had lent to Sterling and managed its bond issues; it 
was the registrar and transfer agent for its shares. Sterling’s 
esident accused the bank of unethical conduct. The com- 
pany is reviewing its ties with Morgan. To complete the 
bank’s discomfiture, Hoffmann’s bid failed. 


That i is the relationship in relationship banking? 


Banks have often had conflicts of loyalties with clients on op- 
osite sides of a hostile bid, but they are now growing com- 
oner and worse. Investment banks are going all out to drum 
p merger and acquisitions business. Big commercial banks 
are pushing hard into the investment banks’ corporate-fi- 
nance preserve. Nobody agrees on what corporate clients 
have a right to demand. 

` One clear legal right is to secrecy. Banks that ge 
bond issues see confidential information. Transfer agents 
keep a list of a company’s shareholders. An adviser on finan- 
cial restructuring knows a company’s books inside out. Even 





Poor man’s Fund - 


hun the IMF today, feel even worse tomorrow ` 


HE International Monetary Fund has. Geen SE it 
hard to make friends and influence people. Surprising, 
that. Typically it stands as the last defence between a misman- 
aged economy and outright financial collapse. It offers cash to 


ny source. Yet because it insists that countries act quickly to 
alance their books it is resented, not thanked. Odder, the 
{MF has few admirers in rich-country universities, think-tanks 
and charities, The currently fashionable complaint is that its 
“adjustment programmes” put a needlessly heavy burden on 
the poorest people—either through incompetence. (say the 
moderates) or by design (as class warriors insist) The IMF's 
officials are carrying out a big review of their lending oe 
How far should they bend to these criticisms? 

_ The charge that the IMF puts the greatest burden on aig 
poor must be taken seriously. As a new study sponsored by 
UNICEF (see page 86) points out, real incomes in most develop- 
ing countries—many of them working to a Fund agreement— 
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inside knowledge a against itp A Ge 


e high priest of corporate-banking relations, advised on and ` 


ordinary lenders keep tabs on borrowers. A Compan E can sue 





ut things right that would otherwise be unobtainable from- 


ag fallen sharply in the 1980s. poe government budgets 3 


investment bankers, Shearson Lehman, now. ' Such suits 
hardly ever succeed, however. Warburg, Morgan Guaranty 
and Citibank say that ‘ ‘Chinese walls” prevent confidential 
information from spreading, and their miffed clients have not 
challenged that in court. Misuse of information i is not usually 
the real issue. Loyalty is. 

If a bank undertakes to look after a company in one re- 
gard, should it be expected—like lawyers or accountants— 


not to act against it in another? Companies themselves did 


much to undermine “relationship” banking, and wisely. 
From the mid-1970s they turned directly to the capital mar- 


kets for cheaper finance. They started shopping around for 


other services too. Hardly any large corporation relies on a 


single commercial bank these days, and many split corporate 


finance and broking, for instance, among different invest- 
ment banks. Loyalty is nice, but it works both ways. 

Many banks still refuse to act In a hostile bid against a 
client, but they are increasingly choosy about what o 


‘tutes a client. Broad, close and current ties will usually be prev 


tected; other and less profitable friendships will, within legal 
limits, be dropped without much ado. That is how markets 
work. A main danger is that some banks’ calculation of where 
their interest and profit lie may be too short-term. Today the 


in-and-out deal-makers offer the glittering prizes, but corpora- 
“tions run back to their bank credit lines when bond markets 


are less welcoming. If, heady with deregulation, banks are 


seen to play fast and loose with their old clients, they may find 


it hard to get new ones. Remember the old maxim, “if in 


doubt, bow out”: for the odds are that relationship banking is 


not dead, just resting for a while. 





er ee ee programmes, food cies and sie pub- 
lic spending aimed at the poor have been cut. On most indi- 
cators—nutrition, infant mortality, unemployment—the 
poor are now worse off than in 1980. 

That i is bad i in itself, but it poses a further question. The 
IMF's. “austerity” creates political tension. When Egypt 
planned to raise bread prices to comply with its Fund agree- 
ment, talk of riots followed. That is why many third-world 
governments dig themselves deeper into trouble rather than 
call in the MF. Later, when they have no choice, the task of 
adjustment i is much more painful than it would have been a 
year or two before. Arguably, therefore, the Fund e prescrip- 
tions are ill-conceived on their own terms. To be economically 
feasible, adjustment must first be politically feasible. It is idle 
for the IMF to imply that such matters are not its concern. 

-In a little-noticed speech in Singapore last: month, the 


Fund's managing director, Mr Michel Camdessus, nudged 


the. IMF on to new. ground by stressing his worries on this 
point. He acknowledged that ‘borrowers’ fear rs over what they 





One of the luxury homes at Beacon Hill Summit built by Taylor Woodrow Homes Califormia 
Limited. Beacon Hill Summit is the latest neighbourhood development at the company's 
award-winning, master-planned community at Laguna Niguel, Orange County, California, 
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Treaty Centre, Hounslow, Middlesex. A prestigious shopping development built by 
Taylor Woodrow Construction Limited for Taylor Woodrow Property Company Limited, 
in partnership with Eagle Star Properties and the London Boroagh of Hounslow. 


GABON — Client L'Office du Chemin der Fer Transgabonais an behalf of the Gabonese Government, Client's Consultant: La Mission de Contrile du Transgabonais, a point ventere comprising SOPRERAH., HD KOMM TAMS anil 
ELECTROCONSULT MIDDLESEX, Treaty Centre o Architects: Fitzroy Rabinson Pasinceship. Quantity Surveyors: Rider Hunt & Partners. Steictural Engineees: Taywood Engineering Lad. Internal Finishes: Jonathan James Ltd, 


Taylor Woodrow have a proven track record 


in all abpects of Construction, Property and Homes. 


Today there are thousands of team members 
worldwide, and they are our greatest asset. 

It is this abundance of resources and 
expertise that has enabled Taylor Woodrow not 
only to achieve success in these areas, but also 
in coal and gas production, sand 
and gravel operations and a host of 
allied activities. 

To satisfy our client’s require- 
ments and to deliver on time and to 
budget the team brings a tradition of 


Experience, Expertise and Teamwork Worldwide. 


Australia Austria Bahamas Bahrain Botswana Brunei Cameroon Canada China- Denmark Falkland Islands Gabon Ghana Gibraltar Great Britain Guyana Hong Kong indonesia 
? Nigeria, North Yemen. Oman ` Portugal Qatar: Saudi Arabia. Singapore: Span Thailand ` Fnnidad Turkey UAE, USA USSR 


_ Malaysia.. New Zeala 
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A ‘Monique’ four-bedroom home onthe highly acclaimed development at Binfield, 
Berkshire, by Taylor Woodrow Homes Limited. 


GABON 
The Transgabon Rahway, The main contractor was Eurotrag, a consortium of which 
Taylor Woodrow International Limited was ane of the peo Bonsh members. 





craftsmanship and care to every project together 
with the very best of modern technology. 

Our successful philosophy of free enter- 
prise and teamwork is amply demonstrated by 
the range and variety of projects both large and 
small in which Taylow Woodrow team members 
are currently involved in all five continents. 

If you need help with a UK 
project please contact Ted Page on 
01-575 4354, for overseas please contact 
Brian Burdekin on 01-997 6641 and for 
Homes Worldwide please contact Tom: 
Fairclough on 01-578 5757. 
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Kleinwort Benson imited 
The Mitsui Bank, Limited 


Managed by: _ 
Algemene Bank Nederland NV ` 


Cayman islands Branch 


The Bank of New York 


The Dai-Ichi Kangyo Bank, Limitec 


Co-Managed by: 
Banco di Napoli 
Hong Kong Branch 
Facility, Placement, 
Bank of 
Paying Agent: 
Bank of A 


inance Australia Limited 
be Fuji Bank, Ltd — 
Swiss Bank Corporation _ 


“London Branch. 
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due course that means a bigger crunch, falling all the more 
heavily on the poor. Governments need to call in the IMF ear- 
lier. Mr Camdessus wants to make that easier for them. 





New ways to help 


Radical change is not called for. The mF is already much 
closer to being right than its critics allow. Painful adjustment 
is not always avoidable. When commodity prices fall by the 
30% they have done in the 1980s, it is purblind to suppose 
that exporters of commodities will not be squeezed. Without 
the IMF's bridging loans, the squeeze would. have been far 
tighter. Anyway, some of the policy changes urged by the 
Fund are of greatest help to the poorest. One common re- 
quirement is devaluation of the exchange rate. It raises import 
prices and thus reduces the real incomes of (relatively prosper- 
ous, and politically vocal) town dwellers; and it removes an 
artifical scarcity of foreign exchange, thereby depriving bu- 
reaucrats of the power and kickbacks they otherwise get from 
A inipulating its supply. But it also raises export prices in lo- 
' <aeCurrency terms. That increases the output and real in- 
comes of farmers—including the small ones who in many 
developing countries really are the poorest of the poor. 

The IMF's critics say they want more explicit policies to 
cushion the poor, but can rarely have looked at who would 
carry them out. The bureaucracies of developing countries are 
often corrupt or inefficient or both. Asking them to manage 
clever schemes of “targeted” welfare assistance is as naive as it 
would be for the IMF to ignore politics. SCH 

That said, the IMF needs to change in two ways. One is the 


Your exodus, my 





Forty years after the landing of those survivors of Hitler, 
peace in Palestine needs more than point-scoring | 


TTIHE outbreak of Palestinian fury in the Israeli-occupied 


West Bank and Gaza, and the ruthless measures the Israeli . 
army has used against it, are events of a kind to make national 


myths—and break them. On Thursday this week the Pales- 
tine Liberation Organisation was still threatening to send a 
rather ghostly “ship of return”, carrying 100 or so Palestinian 
Arabs whom Israel has deported from the areas it captured in 
1967, from Greece to the Israeli port of Haifa. The PLO says 
the ship is unarmed. Its main protection would be the pres- 
ence on board of several hundred unsinkable journalists, tele- 
vision men and international dignitaries: even, perhaps, a 
handful of anti-Zionist rabbis. The Israelis have said the ship 
will not be allowed to enter Israeli waters, though they have 
not explained how they propose to stop it. - 

For the past 20 years the Palestinians have used terrorism, 
among other things, to draw the world’s attention to their 
cause. The “ship of return” is a better way of making their 

point than an Olympic massacre. By choosing this particular 
symbol, however, the Palestinians are inviting comparison 
with the ships that ran a British naval blockade to carry Jewish 
immigrants to Palestine after. the second world war. No. com. 











_ schemes such as the extended facility do need to be 





closed. “The terrible balance of need”, he said, was on 

































intended to last for only one year—too 

for the fundamental policy reforms that are often requi 
Arrangements over three years have been allowed since 1 
and the Fund has a special scheme—the Extended Fund 
ity—which it can use to support medium-term adjustment 
far, the vicious circle described by Mr Camdessus has t 
that countries have been reluctant to commit themsel 
extended periods of IMF scrutiny. The resources availabl 





no 





creased—but that will be no use unless countries are willin 
sign up before it is too late. | 
The second task, therefore, is to encourage earli 
signings. That should not mean softening the rules of co 
ditionality. These should continue to insist on the fastest fe 
sible return to balance-of-payments stability. It would also | 
a mistake to make the IMF more like the World Bank, whos 
role as a long-term development lender needs to be kept d 
tinct from that of the Fund as a provider of transitional liq 
ity. But governments would be willing to submit to DEA 
proved policies sooner and for longer if they were prot 
from embarrassing failures caused by events beyond 
control. The Fund should therefore devise new ways of 
ing more when (a) a country’s export prices fall or (b) 
interest rates on its foreign debt rise, since both are « 
mined by the policies and performance of OECD countrie 
The IMF does (a) already, but on too small a scale; it does 
not at all. Such schemes would make it less of a political risk to 
be friendly to the Fund. That friendship is still the best. 
for governments to help the world’s poor. 





parison is apt, for one big reason—there can be no accout 
tancy in suffering—and several smaller ones as well. 

Since 1967 Israel has deported many hundreds of Palesti 
ians from the occupied territories. Some of these people 
thrown out after taking part in armed attacks against Israeli 
others had simply made clear their resistance to the occup: 
tion. By their own lights they were all patriots. By deportin 
them Israel flouted international law. It can hardly complain 
that leads to international censure. = 

The ships that ran the British navy’s gauntlet in the lat 
1940s were in a different category. They were not a public 
stunt, although they did create new sympathy for the Zionis 
cause. They carried to Palestine the remnant of Europea 
Jewry who had escaped Hitler’s gas chambers, who had ni 
where else to go and wanted to go nowhere else. The Euro 
pean Jews knew that Palestine was inhabited largely by Arab: 
But they still had a powerful moral case for being allowed t 
seek a home far from the memory of Auschwitz. In 1937 on 
Zionist leader, Vladimir Jabotinsky, warned Britain of the fat 
that awaited the Jews of Europe if the gates of Palestine st 




















































k dei. Ther rest were EE one the e Mediterranean, 
ventually returned to a displaced persons’ camp in Ger- 
+ That ee much a the oe against a Briain van its 


RITAIN’S countryside is famous for its wealth. Yet a 
J quarter of its households live on the edge of poverty, and 
argest industry is in decline. There is no crisis in the shires, 
here is in some cities; but, little publicised, there is an in- 
ious decay. The cure depends on private enterprise and a 
erally healthy economy. What can the state do to help? 
The countryside’s first need is jobs, and the first answer 
these is to recognise the wrong answer. Farming will have 
ood years and bad, but the trend is down: even the EEC can- 
ot hurl money at its surpluses for ever. Britain’s farm 
orkforce has been shrinking recently by 142% a year. Em- 
ployees, low-paid already, have seen real wages rise by only 1% 
a year. No imaginable state largesse could reverse these 
trends. Everyone knows that. Yet the state still acts as if it did 
not. Its countryside priorities are awry. 
The Ministry of Agriculture (MAFF), the farmers’ tade 
is treated as the lead ministry. Its one, declining industry gets 
EI billion a year in price support; plus £150m for special 
areas, mostly for hill livestock; and £100m in capital grants. 
Most of the cash goes to the bigger farmers. Only a fraction 
oes to the “friendlier” farming that society wants, or to the 
iversification (into tourism, for instance) that some farmers 
do. Most of this is the fault of the EEC, but not all. MAFF has 
ad the power to give grant-aid for diversification since mid- 
986, and has yet to hand out a penny. It is Whitehall, not 
ussels, that chooses to give 60,000 hill farms four times the 
30m that the Development Commission for Rural England 
ets to aid the rest of the rural economy put together. 
~ The solution is radical but simple: clip the poodle. Put 
(AFF in its proper place as one part of a countryside ministry, 
ook at the rural economy as a whole and—so far as CAP rules 
ermit—spend accordingly. Give the Development Commis- 
ion strong regional offices—models already exist for mid- 
Vales and the Scottish highlands—and let these take the lead 
‘in the field. They would build on the commission’s many ex- 
‘isting schemes to aid country business: re-use of redundant 
farm buildings, for example. They should certainly call on the 
skills of others, such as the tourist boards and MAFF itself; but 
they need to put an end to Whitehall follies, like MAFF’s belief 
that its advisers, expert at growing two ears of surplus where 
‘one grew before, can advise also ` on eens from 
‘horseyculture to golf-courses. 











The main task, as in the cities, is to encourage Enterprise. a3 


give up Zreck o comparisons E his See and my 8 
genocide, and get on with the task of negotiating a way for | 
Israel to end its occupation of the West Bank and Gaza. The _ 
peace that could let Israelis and Palestinians live in safety and 
dignity needs changes of heart on both sides, not a snook 

cocked towards the television cameras. 





Today’s economy is in some ways more favourable to the 
countryside—farming apart—than that of the past. You can 
telecommute, sell insurance, or assemble micro-electror Th, 


(unlike, say, steam engines) miles from anywhere. But plar. 


ners must help. They can see the environmental risks in a 
farm shop or a yard re-used for a haulage business. They are 
not paig ro see the added value. 


The sums for services and housing 
The network of basic rural services—shops, post-offices, 


schools, surgeries, buses, village halls, cottage hospitals—also 


is important, and it is failing. For each failure there are solid 


economic reasons: supermarkets are cheaper, more people 
have cars, small schools are costly. Yet the overall effect is to 


reduce villages to dormitory suburbs. Again, public priorities 
_ need re-examination. It costs an extra £12, 500 a year to keep 


25 pupils in a tiny village school, rather than in the nearby 
market town. That is not trivial. Yet the public purse could 
keep alive 1,000 such schools for the money spent keeping 
alive 6,000 hill farms. The comparison is never made, because 
the keepers of the purse-strings are different. 

In much of rural England, the supply of low-cost housing 
is shrinking. Some district councils are sitting on large sume- 
from right-to-buy sales, but are strictly limited in their re-u 
of the tash. For them, the rules could be relaxed: these are not 
empire-builders. Many councils, though, see little point in 


buying costly sites and building new council houses only to 


benefit the next right-to-buy tenant. Charitable housing asso- 
ciations escape that law, but most associations are town-based 
and town-oriented. So is the Housing Corporation, which fi- 
nances them. Rightly, it is putting a little more money into the 
villages. Whitehall should enable it to put ina lot more. 

- The new housing laws will not touch these problems, ex- 
cept to make them worse, because there is no free market in 
building land. Government should lean on public landown- 
ers, like the Ministry of Defence, to release more. It now op- 
poses local planners’ attempts to say; in effect, “Yes, you can 
build on that site but only to meet local low-cost needs”. 
There are good reasons for opposition. Yet it should recon- 
sider. A government that wants bits of both planning controls 
and the free market must compromise—or abandon hope of 
housing country people in the country. | 
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on money matters from Britain’s 
leading international bank. 


The problems of international banking and corporate balance 
sheets are far removed from those of irrigating African 
wastelands, or of urban decay. Or are they? John Quinton, 
Chairman of Barclays Bank, discusses the bank’s approach to 


the question of 


Social Responsibility 


P ~ 


How would you define Barclays approach to social 
responsibility? 


Put quite simply, our objective is to promote the 
health of the community, wherever it may be. In 
particular, we aim to improve the quality of the lives of 
young people and of the aged, handicapped or 
disadvantaged. But as a major-international bank, our 
commercial interests and those of the community are one 
and the same at the end of the day. In the UK, for example, 
if the inner cities sneeze, Barclays is likely to catch a cold. 


Barclays receives a huge number of requests each 
year; how much does the bank allocate to those 
projects it agrees to support? 


A We have for many years been one of the most generous 
£1 corporate donors. As a member of the Per Cent Club, 
a grou p of 100 or more companies, we undertake to spend 
at least half a per cent of our UK profits to help the 
community, rising to one per cent within five years. 
Barclays are already there, which means that our UK 


budget will be around £75 million in 1988. 


) Does that mean you see this as a way of putting 
Z back into the various communities some of what 
you take out in the form of profit? 
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Not at all. Our normal operations as a commercial 

bank would not thrive and prosper unless we were 
adding value to the community. You lend money and see it 
put to good use. Credit is the breath of commerce, 
allowing it to grow and flourish. But we also believe that as 
we make a profit in the community, it is right that we 
should make efforts for the community. It is, in a sense. 
enlightened self interest; people are more likely to want to 
bank with us if we are known to have a social conscience. 


A Inthe UK Barclays seeks, among many priorities, 
_/ to encourage youth and small business projects. 
How do you decide between competing demands 
within these guidelines? 

O Tr tends to be those areas we see need most help and 
 Ä havea particular appeal. It is not too difficult to 
determine the priorities once you set a budget total. 

In recent years, we have focused upon the problems 
of unemployment and social deprivation, particularly 
those of the inner cities, and for this reason we give 
financial or staffing support in the UK to some 120 local 
enterprise agencies, 

Through our Barclays Youth Action scheme we have, 
in 18 months, spent Cl: million on 42 constructive 
community projects, many of which were in deprived 
inner city areas. This year, we expect the value of our 
contribution to relieving the problems of such areas to 
exceed £2 million. 


(CONTINUED ON PAGE 4) 
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As well as reshaping our 
reorganisation into parallel 
corporate and retail businesses, 
we are also making radical 
changes in our Regional Offices 
and in the Head Office support 
departments. 

As from the beginning of 
1988, Barclays has been 
operating from 24 Regional 
Offices (down from 30) with 
considerably increased resources 
and delegated authorities. 
Controlling an average of 2500 
staff operating from up to 100 
outlets, they are major business 
units in their own right, with 
highly experienced staff. In each 
Regional Office the executive 
team, under the Regional Director, comprises a Corporate 
Director and a Retail Director, responsible for the development of 
their respective businesses, supported by a Resources Director, 
looking after premises and staffing matters, and a Risk 
Management Director, who is responsible for the quality of the 
lending portfolio. 

The principal objective behind the Head Office 
restructuring has been to make support departments more 
accountable and responsive to the requirements of the executives 
controlling our UK banking operations. Thus my colleagues 
responsible for corporate and retail business are now supported 
by their own dedicated marketing, systems planning and related 
functions, while reporting to me are the main departments 
providing services that underpin our operating capability, 
including productivity and planning services, clearing and 
bullion. 


Geoff Miller 
Director UK Banking 








Strategically, Barclays’ decision in 1987 to separate 
corporate banking services from its mainstream retail 
operations for personal customers heralds a change of 
course as radical almost as that from sail to steam. 

Not so very long ago, bank managers were expected to 
be all things to all men, experts in every facet of personal 
and corporate finance. 

Such has been the pace of change, and the deluge of 
innovatory financial services, that it is no longer realistic 
for the bank manager to be expected to continue to operate 
as a ‘generalist’ adviser. Advances in technology, 
communications and growth of disposable incomes are 
creating greatly more sophisticated markets for personal 
financial services. So, too, in the business sector, finance 
directors and corporate treasurers are constantly seeking 
better to control and utilise resources using sophisticated 
computer technology, often interfacing directly with a 
bank’s computers. 


Briefing 


In Barclays, 1983 marked a watershed, It was then that 
the Bank began first to move towards the market-based 
structure that, five years later, we now fully embrace. 

At the heart of the changes that we are now making is 
a recognition that we need to become still more responsive 
to the changing requirements of our customers. meeting 
the challenge of our competitors with better products, 
better marketing and better value for money, 

Our new focus on specialisation runs through the 
entire bank. It will have two great benefits, Firstly, it will 
enable our business managers and staff to identify the 
increasingly distinctive requirements of the corporate and 
retail markets. Secondly, it will give those same business 
managers much more direct control over activities — and 
costs — ensuring that what they are doing is exactly what 
our changing markets need. 


RETAIL SERVICES CORPORATE SERVICES 


Barclays’ reorganisation reflects 
the fact that there is a war on for 
the business of the personal 
customer. Growing competition 
is coming not only from 
established providers of financial 
services such as building 
societies and insurance 
companies; increasingly, we are 
being challenged by powerful 
new competitors from the world 
of retailing who see the 
opportunity to deploy their skills 
in what is a very big market. 

Barclays already has a long 
record of innovation in personal 
financial services, having brought 
— the credit card revolution to 

Britain back in the 1960's, Last 
year we broke entirely new ground again in introducing our 
Connect debit card, further extending the convenience of ‘plastic’ 
-another Barclays first. 

Our new functional structure puts the strongest 
management focus on the development of our retail business at 
every level in the organisation, from Head Office right down to 
the smallest branch. This will ensure that the pace of innovation 
accelerates, with the emphasis not only on new products but 
equally on service enhancement. With our Customer Service 
Programme we are investing heavily in redesigned premises and, 
to ensure that we are equipped to provide a level of service that is 
second to none, we have put 75,000 of our staff through a special 
training programme. 





Seymour Fortescue 
Director UK Retail Services 
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Our plans for the corporate 
market are designed to ensure 
that businesses of every size can 
gain easy access to the many 
financial services which are 
important today. 

Our choice of over 300 
locations for the establishment of 
Business Centres recognises that 
middle market and larger 
corporate businesses are 
widespread throughout the UK 
and need local expertise to meet 
their needs for excellence in 
financial services. We have 
therefore entered into a major 
commitment to a larger business 
network than any of our 
competitors. 

To make this effective, we identified the need for a 
substanual investment in training. As 3 result, we established in 
1986 a specific training project for the corporate sector. This 
involves distance learning for all relevant managers, together with 
a programme of courses designed to ensure that our managers are 
fully in touch with our customers’ own needs. 

We are paying equal attention to the smaller business 
market. Both Business Centres and Retail Branches will be able 
to cater for the needs of this sector, and we are planning important 
improvements to our already wide range of services for the 
independent business. We shall be paving particular attention to 
the needs of those starting in business. We recognise that a 
helpful approach from us can make the difference between 
Success and failure in the early stages. 


KÒ 32121 


Bill Gordon 
Director UK Corporate Services 
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A How is this policy applied throughout the rest of 


& ) ie is the role of Bank staff in all of this? 
y- ze the world? Dona 





zA For as Jong as I can remember, our staff have been 
A L leaders in work for the community. Hundreds and 
~ thousands of them are involved in charity work and other 





As one of the world’s largest international banks, 

P there are many countries where we cont ribut yin a 
S variety of ways. There is a difference betwee being a 
“major retail bank within a community, and w oin similar activities. The Bank works in partnership with 
eg, Japan, where we have a wholesale presenci S | them and supports them in what they are doing. We have 
great many foreign banks. In the USA we are in olved in: a schemes in which we match pound for pound the money 
number of community actions. But in the Commonwealth raised by groups of staff for charities. Of tremendous 


countries where we have major retail networks because of gr in the past few years has been the provision of 


our historic links, we have the opportunity to make a Barclays people on secondment to charities and to 
` worthwhile social contribution. In Africa, we may try to organisations. like local enterprise agencies, which help 
= help a small farmer by digging a well, or prov "dung a significantly i in the creation of new jobs. 
` proper pump to irrigate the fields. There is a strong ` | There: is a great need for people with the kind of skills 
` element of helping people to help themselves. Wearealso ` ave in the Bank to help a number of voluntary bodies 

` significant contributors to international disaster appeals, Ge? ally good work, such as the enterprise agencies 
and frequently offer facilities through our ‘branches dë Wë ince’s Youth Business ` ‘ust. We encourage our 
collect donations free of charge. ee elp but on the basis that we like them to do the 
heyy want to do, not under SC from the Bank. 

































| } Where do you draw the line betworn's what Barclays. SH 
` will do, and what you consider to be the proper ~ 


= | How do you view Barclays’ EE with the black 
” preserve of local and national er: 


; communities in Britain? Do you think that you are 
i seen. as s big business SSES out afew crumbs? 





` ong one or two sections of the black community, 
there is resentment, but it tends to be directed 
omy as a whole rather than big business as 
ommunity projects cannot hope to eradicate 
feelings of this nature overnight, but they may 
them, Project Fullemploy aims to help young ` 
jobs. But we don’t do it specifically to make 
| towards t us: that would simply be naive and 


university scholarships in Ge UK fore overse 
and we have a chair in microprocessing technol 
Manchester University. But in Uganda, say, we 
one or two bright people and pay for them to lear Is. hef 
more applicable to their community. We give assistance to. bach 
schools in Africa, but we would not think it necessary to do CH 
that in the UK. gë 
































X How do you see the future for Barclays’ social 


g ) ; responsibility programme? 








€ ) Why is it not more widely known how much the 
\_/ bank is doing? 





T he outlook j is very exciting. We have brought 





A We used to give quietly and seek very little publicity. i 
L 4. The climate has changed, and companies should let Ls | together | our various activities in a new unit called 
the world, especially their shareholders, know what they Barclays Community Enterprise, and we have appointed a 
are doing. This is partly because it is a good thing and full-time head. We are now moving positively away from 
something to be proud of. It is also because publicity for merely responding to appeals to going out looking for 
these activities encourages other companies to come opportunities. 

forward and act in the same way. 


This Briefing has been prepared as a service to everyone interested in finance by 
Barclays Bank Public Relations Department, 54 Lombard Street, London EC3P 3AH. Tel: 01-626 1567 Ext. 2410, 















The flight from. 


TE THIS is brinkmanship, Mikhail 


Gorbachev has one foot. reaching out 


a0 Space. He has now fixed a date Man 
- USth-—for Soviet troops to start withdraw- 
ing from Afghanistan. He sets only one con- 
dition: the signing by March [5th of a 
United Nations-sponsored peace agreement 
guaranteeing “non-interference” in Af 
ghanistan’s affairs. This means that the West 
would have to stop arming the Afghan guer- 
rillas. Fair enough; they won’t need the arms 
if the Russians go. The odds must now be 
that Mr Gorbachev really means to take the 
plunge and call his men home. 

` The Soviet leader’s characteristically 
blunt words, read out over Russian televi- 
sion on February 8th, brought Russia closer 
than ever before to meeting the West’s con- 
ditions for an Afghan settlement. Mr 
Gorbachev said the withdrawal would be 
completed ten months after it began (Paki- 
stan has been arguing for eight). The evacua- 
tion would, as America has been insisting, 


~-be-“front-loaded” 





(more troops would go in 





the early months than the later ones): the 
speculation is that Russia has privately of- 
fered to withdraw half of its 115,000 soldiers 
in the first three months. 


Mr Gorbachev declared for the first ` 


time that the withdrawal would not depend 
on the establishment of a coalition govern- 
ment in Kabul. The Russians had previously 
stood squarely behind the efforts of the At 
ghan communist leader, Dr Najibullah, to 
make the resistance accept a minor role in a 
coalition. Mr Gorbachev now says that the 
post-withdrawal government is “a purely in- 
ternal Afghan issue” that “can be resolved 
only by Afghans themselves”. “It is none of 
our business, or yours, for that matter.” 
This paved the way for the indefatigable 
UN mediator, Mr Diego Cordovez, who has 
been shuttling between Islamabad and Ka- 
bul for the past three weeks, to announce 
that a new round of indirect talks between 
Pakistan and Afghanistan would begin in 
Ge on March 2nd. Mr Cordovez said 
that 


called the “bleeding wound” of Afgt 


~ not, all bets are off again. 


“a specific. agreement... . is- clearly. chat Mr Yuli Vorontso: 








































foreseeable”. 

The deal, however, is not yet done. © 
source of last-minute hesitation must be 
Russians themselves. Nobody doubts 
Gorbachev’s wish to staunch what. he 


stan. But no agreement can save him { 
the humiliation a pull-out would bring 
collapse of the Kabul government 
witch-hunt among its supporters. 
Gorbachev’s decision to wash his hand 
responsibility for a post-withdrawal gov 
ment is the clearest signal yet that the So 
Union may be prepared to see the A 
communists fall. Still, the Russians 
never said unambiguously that they wi 
tolerate that. If it turns out that they 


The test of Russia’s intentions will con 
in the dickering over the “non-interfer 
clause. The Russians considered this pro’ 
sion important enough to have insis 
against their normal instincts, that- the 
Americans join in guaranteeing it. Th 
Americans would accept a definition of no 
interference that required them to cut o 
military aid to the guerrillas. Bur the Ru 
sians have always claimed, against allevi- 
dence, that the resistance is purely a creation — 
of the West. If Russia now demands that 
America and Pakistan not only stop suppl 
ing the guerrillas, but also offer guarante 
about what they do when Russia pulls out, 


will be back to the battlefield. 
Mr Gorbachev's concession on the pos 
withdrawal government ought to hav 
quickened Pakistan’s interest. After all; th 
Pakistanis and the Americans had pressed 
hard for the questions of a Russian wit 
drawal and a future government to be ut 
coupled (and they privately got Russia’s a 
surance last autumn that they would be). 
Bur the Pakistanis are now suffering 
attack of nerves. They say they will sigi 
peace deal only if there has been agreem 
on a new, transitional Afghan governms 
After Mr Gorbachev’s offer a senior Pa 
stani diplomat reiterated this position 
sibly for the consumption of the guerr 
much as for the Russians. Pakistan's 
dent Zia ul Haq says he favours a co 
composed equally of communists, resis 
leaders and Afghan refugees in the W 
(such as the former King Zahir Shah). 
parently fears that without such an ar 
ment he may be helping Iranian-style | 
fundamentalists to power next door, or 
chaos in Afghanistan could spill over ir 
Pakistan’s north-west. ` Ge 
The Russians and the Pakistanis will: 


doubt be discussing thi the 

































































Gei Ge CH Rude ee Gerbe excuse 
eet. want ae to call the deal off It is in 


to ae a cuban. W order when the 
hdrawal starts. 

The question is unlikely to come up for- 
lly at the Geneva talks (it is hard to imag- 
he Kabul regime negotiating its own de- 
el. But any agreement implies some such 
angement, since it must produce enough 
eace to tempt the 5m Afghan refugees 
ome from Pakistan and Iran. A fairly loose 
angement might do: such is the Afghans’ 
yotion to their own turf (and their toler- 
e for disorder) that in the past year some 
ave returned to homes in parts of Afghani- 
an where fighting is still raging. It was 
Grey that Russian air raids had stopped, 


‘aiwan 


FROM OUR CHINA CORRESPONDENT 


"EE TENG-HUI, who became president of 
Aa Taiwan in January on the death of 
Chiang Ching-kuo, is wasting no time. First 


warts of the ruling Kuomintang to choose 
him as the party’s acting chairman. Now he 
is intent on getting rid of them. On Febru- 
ary 4th, when the party’s Central Standing 


new president, it agreed to “encourage” the 
most aged of the politicians to retire. The 
interior minister, Mr Wu Po-hsiung, ex- 
plained that “the country has entered a new 
era, and we must develop Taiwan into a 
onstitutional democracy”. 

_ The drive for reform continues a pro- 
ess devised by Chiang Ching-kuo himself. 
But Chiang is dead, and where his succes- 
ors’ reforms will lead is an open question. 
he peculiarities of the Taiwan govern- 
ment’s political identity must be taken into 
account. According to the Kuomintang, it 
still the legal government of China. Only 
2 countries (Uruguay backed out this 
month) agree; the rest of the world 
ecognises the Communists in Beijing as 
China’s real rulers. Yet for the Kuomintang 
any talk of Taiwan’s independence is still 
seditious. 

This fiction poses a difficulty for Tai- 
wanese democracy: any Kuomintang mem- 
ber who won a seat on the mainland in the 
1947 election has had a parliamentary job 
for life. The result is an increasingly mori- 
bund political system. Of the 300-plus 
members of the Legislative Yuan (parlia- 
ment), those elected in Taiwan number 





President Lee persuaded the elderly stal- 


Committee held its first meeting under the ` 


only 73. Of the 920-odd in the National As- l independence they would invade it. _ 


anks to the protection afforde ł 


` guerrillas’ American-provided Stinger anti- 


aircraft missiles. 
This desire to go home may help sell a 

deal to the last, and most recalcitrant, of the 
interested parties. Pakistan is clearly trying 
to nudge the Afghan guerrillas into line. Mr 
Younis Khalis, the leader of the seven-party 
resistance alliance, at last met Mr Cordovez 
this month; he had previously refused to do 
so unless the UN recognised his fractious 
band as the Afghan government. The Af- 
ghans’ obstinacy should not be underesti- 
mated, T 








They have fought off the Soviet army 
for nine years. But if Mr Gorbachev is really 


ready to jump out of Afghanistan on the | 





terms he suggested this week, it wo 
pity to let guerrilla intractability over details 
stop him doing it. Nobody really believes 
that a communist presence in a ecu 


government would be more than a short- 


lived figleaf to Russian dignity. 


know you not, old men 





Lee awaits more funerals 


sembly (the body that chooses the ptesident 


and vice-president), they number only 106. 
President Lee, like Chiang: Ching-kuo 
before him, realises that the position is un- 
sustainable. Only 15-20% of- Taiwan's 
19.6m inhabitants are mainlanders or de- 
scendants of mainlanders. If the “‘mainland- 
ers”, in the form of the legislators who fled 


to the island with Chiang Kai-shek in 1949, 


preserve their political stranglehold, the 
“Taiwanese” majority will start to demand 
independence. That is anathema both to 
the Kuomintang and to China’s Commu- 
nist rulers, who say that if Taiwan sought 





7 foros in the National Assembly 780 mem- 









bers are over 70, and the Legislative Yuan 
includes 14 nonagenarians and 105 octo- 
genarians. But attrition may be too slow. 


Chiang Ching-kuo lifted martial law and 


permitted opposition parties to operate. 


This liberalisation has produced a mood of 


impatience. Hence the retirement plan. Mr 
Ma Ying-jeou, a 37-year-old mainlander 
who is a Kuomintang deputy secretary-gen- 


eral, says confidently that “eventually, all 


seats will be locally elected”. 
His optimism may be justified. At first 
there was some intriguing against President 


Lee—especially, it is rumoured, by Chiang 


Kai-shek’s widow, Mrs Soong May-ling. But 
now the old stagers have accepted Mr Lee, a 
“Taiwanese”, as their leader, and have also 


“approved the retirement plan. True, almost 


half of the aged Kuomintang members 
polled by a Taiwan newspaper said d 
would not retire; but the prospect of attrac- 
tive pensions could change their minds. 

A nagging, and important, doubt lin- 
gers. President Lee soothes the old guard by 
declaring himself “a Taiwanese and a Chi- 
nese’. But if the island’s inhabitants remain 
so much more prosperous than the main- 
land Chinese, and if they also elect all their 
own representatives, the concept of “one 
China” may come to seem even more of a 
fantasy. And what then? 





China | 
sorry, sailor 


O LET-UP is in sight, it seems, for Chi- 

-na’s hard-pressed defence chiefs and 
their accountants. The Chinese navy had es- 
caped the worst of the recent manpower cuts 
in the People’s Liberation Army (confu 
ingly, the PLA includes the navy and the au 
force). But on February 3rd the government 
announced that, after a review of the navy’s 
research projects budgeted for this year, it 
was scrapping 40% of them, which will save 
60% of the money that would have been 


spent. The Communist party leader, Mr 


Zhao Ziyang, has warned the armed forces 
that they will not be getting much new cash 
until China’s economy is in better shape. 

A few days after the budget announce- 
ment China confirmed that the navy’s com- 
mander, 70-year-old Liu Huaqing, had been 
replaced by one of his deputies, Zhang 
Lianzhong, who is 57. This change means 
that, over the past two years, all the service 
chiefs have been replaced by younger men. 
The 77-year-old defence minister, Mr Zhang 


_ Aiping, is expected to retire in March. 


re new defence minister will find it 
hard to fit the demands of a modernising 


| and increasingly professiona | force into the 
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‘| @ PERFORMANCE: +28.8% forlast 12 months, +1 8.2% from 
| 1 October to end December 1987 


an alternative to fixed interest securities 
or equities — ` 


eaaiANCE 


© CONSISTENCY: an. investment SE ER who has Ge 


+37 % average growth over 6 years 
aninvestment which can appreciate in 
both rising and falling markets | 
E.D. & F. Man international Ltd: „Funds Group 

Licensed Dealer in Securities SE 

Sugar Quay, Lower Thames Street, London EC3R 6 6DU, U.K. 

Tel: 01-626 8788 Tix: 8855431 EDFMANG Fax: 01-623 3203 

Ps advertisement dows. not constitute an offer for sale or subsexption to shares in Kestrel Limited. Shares in 


kestel Limited may not be acquired or held by cllizens or residents of the U.S.A. Agoiigations tor shares in Kastret 
Linnited wil ee be consGered on the terns af the Explanatory komornom dated 30th October 1986. 
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For further details of Kestrel Limited, please send me the Explanatory Memorandum 
for Kestrel Limited. 


SE “KL ECON 688 


` © Invests in US Treasury Bonds to ensure the 
-return of at least an investors’ initial capital at ` 
Maturity (March 1993). R 


| e Will apply similar disciplined trading modelsto _ 


| @ Gan profit equally from bear as well as buli 
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SYSTEMTREND 





























some 50 international Futures and Options 
markets to those of Systemtrend Limited. 


e Aims to achieve e superior i term capital- 
_ growth. ` 


markets. 


a Minimum. subscription $10, 000 — No initial 
sales. charge. 


e Is managed by ClL-Alexanders Rouse 
(Bermuda) Ltd, a DS owned subsidiary of 
Credit Lyonnais SA. 


e ison offer until 29th April 1988. 
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pint pot that Mr Zhao is offering. Last year, 
by the official figures, China’s defence bud- 
get grew by less than 2%; with inflation of 8- 
9%, this meant a cut in real terms. Defence 
now takes up little more than 8% of the state 
budget (although China's defence budget, 
like Russia’s, does not cover some items that 
are included in those of western countries); 
in 1984 the armed forces got 12%. The re- 
duction of the total manpower of the PLA, 
from 4.2m in 1984 to 3.2m today, will release 
some cash once retirement and relocation 
costs have been met. This has not stopped 
some of the top brass from pointing out re- 
cently that China cannot expect its armed 
forces to run forever on a shoe-string. 

Last December it was announced that 
China's Academy of Military Sciences had 
completed a study of China’s national de- 
fence up to the year 2000. No details have 
been released, but the study team was told to 

amine all aspects of defence, from the 

ganisation of the armed forces and de- 
fence production to the tasks the PLA will 
face in a changing world. This report comes 
on the heels of a debate within the PLA, and 
between some of its top men and Mr Zhao’s 
economy-firsters, about the circumstances 
in which China might have to fight a war, 
and the weapons its slimmed-down forces 
would need. Mr Zhang Aiping argues, as a 
defence minister should, that, even if China 
now has no reason to fear an attack, vigi- 
lance must not be relaxed. Press ahead with 
modernising the services, says he. 

That is the navy’s cue. The farther 
China looks into the future, the more it will 
have need of an efficient navy to protect its 
spreading overseas interests. Last October a 
naval exercise took part of the East China 
Sea fleet into disputed waters in the South 
China Sea. There it practised maintaining 
and breaking blockades, attacking pipelines, 
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China has to run a tight ship 
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FROM OUR CHINA CORRESPONDENT 


CS hygiene is not yet a virtue 
of modern China, which is why the 
hospitals of Shanghai now contain more 
than 16,000 victims of hepatitis. Since 
not everyone gets to hospital, some un- 
official estimates put the true number of 
sufferers at more than 40,000. There are 
reports, too, of travel restrictions after 
| an outbreak of hepatitis in the Xinjiang 
| autonomous region in the country’s re- 
mote west. In Hongkong, China's funnel 
to the outside world, the number of hep- 
| atitis cases has risen to around 600—not 
| many by Shanghai standards, but 





enough for Dr Lee Shiuhung, deputy di- 

rector of the Medical and Health De- 
| partment, to say the British colony is fac- 
| ing “a near-epidemic’”’. 
| The good news is that most of the vic- 
tims, both in China and in Hongkong, 
are suffering from hepatitis A rather 
than the more dangerous B strain. Hepa- 
titis B is normally spread by contact with 
blood and can lead to liver cancer. But 
the milder version is unpleasant enough: 
it damages the liver, causes extreme de- 








and shooting at mines in the water—useful 
skills for a navy whose future role will in- 
clude defending trade routes and upholding 
China: claims to islands that could bring 
offshore oil with them. 

In a December exercise, helicopters 
were successfully landed on the deck of a 
warship. An ability to supply ships at sea by 
helicopter will extend the navy’s range. Also 





dirty story from Shanghai 


| bilitation and has no specific cure. 
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How to prevent people catching ei- 
ther? The conventional preventive 
against hepatitis A is gamma globulin, a 
blood-product that has become unpopu- 
lar in these days of AIDS. A good vaccine 
against hepatitis B does exist, but it is ex- 
tremely expensive. The best form of pre- 
vention would be a change of behaviour. 
The epidemic in Shanghai is believed to 
have started in December with the eat- 
ing of raw or barely cooked clams har- 
vested from waters polluted with human 
sewage. The disease then spread because 
too many people failed to wash either 
themselves or their food properly. 

In a country where spitting is the 
norm and sanitation is appalling, people 
are unlikely to make overnight changes 
in their washing and eating habits, 
which include picking with chopsticks 
from a shared bowl of food. So a disease 
which is rare in the West will remain en- 
demic in China: 90% of Chinese over 
the age of 30 are believed to have had 
hepatitis A at some point in their lives, 
and 10% of Hongkong’s population is 
reckoned to carry hepatitis B. 





































in December, the navy took delivery of a 
new type of frigate that bristles with modern 
weapons. (It also, the Chinese proudly say, 
meets international pollution standards, so 
that it will be able to show the flag in foreign 
ports.) A month later naval officials gave for- 
eign companies a list of other items they 
would like: improved early-warning systems 
for ships, submarine detection equipment, 
sea-skimming missiles and mines. All they 
lack, it seems, is the cash to pay for them. 





Malaysia 


Enter the prince 


S Kiz grand old party in Malaysia, the 
United Malays National Organisation 
(UMNO), is splitting. Is the split a deep and 
unmendable one of the kind that rent In- 
dian politics when Indira Gandhi broke with 
the old Congress party in 1969 and formed 
her own? Or is there merely some fraying at 
the edges which Malaysia’s astute prime 
minister, Dr Mahathir Mohamad, will be 
able to fix? 

These questions are prompted by the 
announcement on February 8th that Tunku 
(Prince) Abdul Rahman, Malaysia's first 
prime minister and UMNO's founding father, 


is starting a new political party. The runku 
and Dr Mahathir have never much cared for 
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each other. The dislike was partly personal. 
The doctor, a Malaysian-educated general 
practitioner who made it to the top from 
modest beginnings, had little time for the 
prince, a well-connected Anglophile. Partly 
it was political. When he was prime minister, 
the tunku did not believe in pushing the 
easy-going Malays too hard. Dr Mahathir 
took the view that they needed to be kicked 
into action to keep up with Malaysia's indus- 
trious Chinese and Indians. 

The two men’s simmering distaste for 
each other has come to a head over their dif- 
fering views of the true interests of Malaysia. 
Over the past few months the doctor has put 
more than 100 people in detention and 
closed three newspapers, ostensibly on the 
ground that they were endangering the 
country’s precarious racial peace. The tunku 
said when announcing his new party that he 
wants a return to the democratic spirit upon 
which UMNO was founded. He is particularly 
upset that one of the banned newspapers is 
the Star, in which he wrote a column every 
Monday. 

A comparison with the Indian split is 
tempting: Indira Gandhi pinched her old 
party's name, calling her new party Con- 
gress (I); the tunku is calling his party UMNO 
Malaysia. But Mrs Gandhi’s Congress rap- 
idly became the one that mattered. The 
tunku is 85 and, although he is spirited and 
articulate, it will be difficult for most Malays 
to see him as a new broom. His gesture may, 
however, bring new support to a co-founder 
of the new party, Mr Razaleigh Hamzah, an- 
other prince, who unsuccessfully challenged 
Dr Mahathir for the leadership of UMNO last 
year. How much support can Mr Razaleigh 
command? Those members of parliament 
who belong to UMNO, the largest party in the 
ruling coalition, are sensibly waiting to see 
which way the warm winds blow in Malaysia. 
At midweek one estimate was that 57 of the 
party's 80 parliamentarians remained loyal 
to Dr Mahathir. 

These are especially troublesome times 
for the prime minister. A case brought by 
dissidents in UMNO claiming that his elec- 
tion as party chief was invalid was thrown 
out on February 4th when the judge said 
that the party itself was unlawful because of 
irregularities in the branches. The doctor 
seems prepared to live with this decision for 
a while, but party officials are alarmed be- 
cause they cannot now be paid, and compa- 
nies controlled by the party are unsure of 
their status. The tunku’s challenge may be 
swatted if the home minister, (who happens 
to be Dr Mahathir) refuses to register the 
new party, but the discontent that prompted 
the challenge will not go away. 

Disharmony is feared in Malaysia more 
than in homogeneous countries. This fear 
may, however, work to Dr Mahathir’s ad- 
vantage. Recent racial tensions have fed 
fears that the severe race riots of 1969 might 
be repeated, and have fostered a desire for 
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strength at the centre. Not only the Malays, 
but the Chinese and the Indians, who still 
run a huge slice of the economy, want a gov- 
ernment that can govern. Their experience 
has been that any trouble among the Malays 
turns out to be bad news for them as well. 





Australia 


The minister of 
glum times 


OU think you had a bad week? Austra- 

lia’s prime minister, Mr Bob Hawke, has 
just had his worst since the Labor party took 
office in March 1983. In a by-election on 
February 6th his party lost a safe Labor seat 
in Adelaide. Two days later his right-hand 
man, Mr Mick Young, the immigration min- 
ister, resigned after a rumpus over political 
donations. He was the second minister in 
two months to leave office under a cloud. 

Warning signals are flashing for Mr 





G’bye John, g’bye Mick 


Hawke. The nimbleness that marked his 
government's first years in office seems to 
have vanished. The sequence of misfortunes 
began with the resignation in December of 
Mr John Brown, dubbed the “minister of 
good times” because of the imaginative use 
he and Mrs Brown made of the ministerial 
desk. That was good for a laugh. The disclo- 
sure of Mr Brown’s problems over tendering 
for the Brisbane Expo was not. 

Then came the Adelaide by-election. Mr 
Hawke was bitterly disappointed by the 9% 
swing against Labor (large by Australian 
standards), which came only 11 days after 
Australia’s euphoric 200th birthday party. 
He must take some of the blame, because he 
let himself get trapped on the parochial issue 
of telephones. His equivocation over whe- 


ther the state monopoly would be allowed to 


introduce time charges for local calls made 
many Labor supporters suspect that he was 
hoping to prepare it for privatisation. 

The Young affair was the biggest blow. It 
was also unnecessary—it arose from a rash 
attempt to score off the opposition Liberals 
on the question of party financing. The 
manner of Mr Young's resignation was in 
contrast to the tenacity he had shown in 
holding on in two earlier rows. The opposi- 
tion, an alliance of the Liberal and National 
parties, scents blood, and it will follow the 
trail to see if it will lead near Mr Hawke him- 
self. Mr Young, as party president, was the 
prime minister's hatchet-man; his going will 
make it harder to reconcile the party's feud- 
ing factions. It also means another by-elec- 
tion in a “safe” Labor constituency. 

The opposition’s joy is not unconfined. 
Recent opinion polls have put the Liberal- 
National alliance only a point ahead of | 
bor. With the present constituency bour 
aries, that would not be enough to bring the 
opposition to power. And the polls still give 
Mr Hawke higher personal ratings than Mr 


John Howard, the opposition leader. 

It is gratifying for the Liberals that last 
year’s feuding between Mr Howard and the 
man he replaced, Mr Andrew Peacock, has 
been ended with a pact that restores Mr Pea- 
cock to the opposition front bench. But the 
party president, Mr John Elliot, showed that 
harmony is not complete among the Liberals 
when he said recently that his party had not 
deserved to win the last election. Mr How- 
ard is still finding it hard to think up policies 
that would appeal to the electorate but differ 
from the strikingly non-socialist ones of the 
Labor prime minister. He does best when he 
attacks the ruling party for giving plum over- 
seas posts to former Labor politicians, and 
for other forms of cronyism. 

Government and opposition face a test 
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What force draws high tech companies to Livingston? 

Livingston has a magnetic attraction for high tech companies. 

Burr-Brown, Apollo Computer, BB & N Communications, Ferranti, l 
NEC, Unisys and many others came here in search of the ideal location. 

They wanted a business centre well served by motorways, main line 
railways and international airports. í 

They sought a base from which they could reach every major European | 


market-place quickly and easily. 
And they discovered all this and more in Livingston, in the heart of 
Scotlands Silicon Glen. d 


Your company can do the same. Here, just a short drive from both 
Edinburgh and Glasgow youll find a highly IN THE UK and EUROPE, send to: David Balfour, | 
Corporation, West Lothian EH54 GOA Scotland. 
Tel: 0506 414177. 
Youll find Kirkton Campus, a high tech- Old Greenwich, CT 06870. Tel: (203) 629 3496. 
Prove that Livingston is the most logical location for 
J ZE ` 
nology park that’s ready and waiting to receive you. | BLOCK LETTERS PLEASE 
è e å N "SA EES L 
And youll find financial aid, including 


Commercial Director, Livingston Development | 
skilled, highly motivated local workforce. 
IN THE US, send to: C Anne Robins, PO Box 345, | | 
my company. We are/are not pushing the panic button. 
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of strength soon in a state election in New 
South Wales, Australia’s largest state. The 
state’s Labor party is the backbone of Mr 
Hawke's support in the national party. The 
electoral arithmetic says the Liberals need a 
6.3% swing to get a clear majority in the New 
South Wales assembly. It rounds out Mr 
Hawke's week that the Liberals are currently 
running eight points ahead in the state's 
opinion polls. 





South Korea 


Barren seed 


FROM OUR EAST ASIA CORRESPONDENT 


IM YOUNG SAM, the soul of South 
Korea’s democratic struggle (as he bills 
himself), resigned as head of the Reunifica- 
tion Democratic party on February 8th. He 
seems to have recognised that only a dra- 


matic gesture has any hope of unifying the 
opposition in time for the parliamentary 
election due by the end of April. 

The drama is slightly dampened by the 
fact that Mr Kim has resigned four times be- 
fore, most recently in January when he was 
immediately reinstated. But he did his best 
to highlight this week’s occasion by declar- 
ing himself a “seed” for unity. All eyes are 
now on Mr Kim Dae Jung, who leads the 
other main opposition party. His resigna- 
tion is probably also needed if the two par- 
ties are to merge. So far he has shown no 
enthusiasm for the proposal. 

Both Kims were once in the same stable, 
the now almost defunct New Korea Demo- 
cratic party, which they advised rather than 
led. Together they broke away to set up the 
Reunification Democratic party last May. 
As a member of parliament for 34 years, Mr 
Kim Young Sam became the new party's 
president. Only in November, a month be- 
fore the presidential election, did Mr Kim 


Next in the Japanese queue 


FROM OUR TOKYO CORRESPONDENT 


T IS never too early to speculate on 

who will be Japan’s next prime minis- 
ter. Mr Noboru Takeshita still looks very 
much the new boy, but the term of a Japa- 
nese prime minister is short, usually not 
more than four years, and often less. Will 
he be succeeded by Mr Shintaro Abe or 
Mr Kiichi Miyazawa, his disappointed ri- 
vals in the contest that brought Mr 
Takeshita to power late last year? Not 
necessarily. Another man to watch is Mr 
Michio Watanabe. 

Prime ministers in Japan always come 
these days from the ruling Liberal Demo- 
cratic party. No problem there for Mr 
Watanabe. He has risen high in the party 
and has held several top government 
jobs, including that of finance minister. 
Mr Watanabe also needs to be boss of one 
of the party’s factions. This is going to be 
harder. But he runs what he calls a “po- 
litical study group” called Onchikai, to 
which 52 Liberal Democratic members of 
parliament belong, and this is a sort of 
faction-in-waiting. Mr Watanabe has just 
demonstrated his confidence in his future 
by moving Onchikai to bigger and better 
premises. 

Mr Watanabe, a burly 64-year-old, is 
of the blunt, bright, self-made-man strain 
of Japanese politicians. Brought up by fos- 
ter parents, he qualified as a tax accoun- 
tant but made his money as a travelling 
salesman before turning to politics. He 
has the salesman’s silvery tongue, which 
occasionally gets him into trouble. He 
nearly had to resign as finance minister 
after he suggested that anyone who voted 
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Now look mm Watanabe 


for an opposition party had the intelli- 
gence of a fish. 

He is member of parliament for his na- 
tive Tochigi prefecture, where the north- 
ern suburbs of Tokyo meet the Liberal 
Democrats’ rural heartland. He is an ex- 
pert on farm policy (and has dropped his 
hard-line protectionism in favour of cau- 
tious support for farm liberalisation) and 
on taxation: he supports the introduction 
of a broad indirect tax. As welfare minis- 
ter in 1976-77 he took on the dentists and 
doctors to strip them of tax privileges. 

He fell out with the boss of his faction, 
Mr Yasuhiro Nakasone, in 1979, in a 
party power struggle; but they made it up 
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Dae Jung form another party to run his own 
presidential campaign. 

By dividing the opposition vote, they al- 
lowed the ruling Democratic Justice party’s ° 
candidate, Mr Roh Tae Woo, to win easily. 
If the opposition now united it would stand 
a reasonable chance of winning more than 
half the parliamentary seats. Facing a hos- 
tile assembly, Mr Roh would be no stronger 
than, say, an American president with a 
Congress he did not control. 

The Kims, though, are not natural part- 
ners. The Reunification Democratic party, 
like Mr Roh’s, gets much of its support from 
the middle class and business interests. Mr 
Kim Dae Jungs party is more clearly work- 
ing-class and even left-leaning. If this Mr 
Kim becomes the opposition’s leading light, 
which by default he may now do, the bulk of 
the middle class may choose to vote for Mr 
Roh’s party. One way or another, he looks 
like winning for the second time. 





after Mr Nakasone became prime minis- 
ter in 1982. Mr Watanabe was given the 
trade ministry in 1985 (and upset Ameri- 
can beef exporters by telling them to try 
harder in Japan). Mr Nakasone was the 
kingmaker who brought Mr Takeshita to 
power last year. As a member of the 
Nakasone faction, Mr Watanabe had to 
lie doggo. He can now stir again. He 
turned down the foreign ministry to take 
the number three job in the party, chair- 
man of the Policy Affairs Research Coun- 
cil, because it affords him a better plat- 
form for leaping to the top. 

Mr Watanabe still needs either to take 
over the Nakasone faction or cut 
Onchikai away to form a faction of his 
own. Both courses are hazardous. He is 
disliked by two men important in the 
Nakasone faction, Mr Takai Fujinami 
and the foreign minister, Mr Sosuke 
Uno. Turning Onchikai into his own fac- 
tion would also be difficult. Only 35 of its 
52 members are in the Nakasone faction. 
Even if Mr Watanabe could manage to 
keep most of them, he will still have a fac- 
tion less than half as big as Mr Abe’s or 
Mr Takeshita’s. 

Much depends on what Mr Takeshita 
does. If Mr Abe or Mr Miyazawa succeeds 
him in two years, as the idea seemed to be 
last year, Mr Watanabe’s chances of the 
job look slim. He will be getting too old to 
become prime minister. A new genera- | 
tion will be pressing its claims. If Mr 
Takeshita holds on Mr Abe will get | 
squeezed, and Mr Watanabe’s chances 
will improve. Mr Takeshita’s enigmatic | 
hand is already at work editing the future. | 
But Mr Watanabe will still need the luck 
of a salesman and the calculation of an 
accountant to arrive at the top. 
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lowa speaks 


DES MOINES 


AMERICAN SURVEY 


After months of anticipation, the circus has begun. lowa’s caucuses on 
F g 


February 8th gave the 


irst indication of the strengths and weaknesses of 


presidential candidates in both parties. First, the Republicans 


Mi GEORGE BUSH'S long-cherished 
hopes of succeeding President Rea- 
gan hang by a single thread. He must now 

| next week’s New Hampshire primary to 

se the memory of his dismal showing in 
the lowa caucuses, where he finished a poor 
third behind a former religious broadcaster 
with no experience of public office. His ri- 
val, Senator Bob Dole, received more than 
twice as many votes as the vice president, 
winning the straw polls at the caucuses by a 
comfortable margin. “We're coming into 
New Hampshire like a fast freight train”, 
said Mr Dole’s campaign manager, Mr Bill 
Brock, when half the results were in. Mr 
Bush, foreseeing disaster, left lowa two 
hours before the caucuses began. 

Mr Dole’s victory did not come as a 
surprise—though its margin did. He has led 
almost every opinion poll taken in the state 
since last September. He comes from 
nearby Kansas, has humble origins and a 
reputation for competence in Washington 
untainted by any direct association with the 
Reagan administration (the 1980s have not 
been kind to this agricultural state). He did 

pecially well in rural lowa, getting three 

tes there for every one for Mr 
Bush—which suggests the disappointment 
in Mr Reagan among even Republican 
farmers. By contrast, Mr Bush is a wealthy, 
east-coast patrician, encumbered with the 
reputation of a meek vice presidency. 

Yet lowa’s caucuses attract a tiny elec- 
torate, and who knows what sways it? 
About 100,000 people attended the Repub- 
lican caucuses, which is a record, but the 
state has a population of 2.8m. Mr Dole’s 
victory over Mr Bush gives few clues to the 
ideological preferences of Republicans this 
year, for both candidates have promised al- 
most identical policies. Rather, the result 
seems to suggest that Mr Bush’s increasingly 
desperate attempts to undermine Mr Dole 
with hints, then outright charges, of “‘mean- 
spiritedness” and “cronyism” were unsuc- 
cessful or counterproductive. And his at- 
tempts to rid himself of the albatross of the 
lran-contra affair, including his famous row 
with Mr Dan Rather of cas News (see page 
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91), seem to have borne no fruit. 

Two opposing theories permeated lowa 
and its 2,500 visiting journalists in the week 
before the caucuses. One held that Mr Bush 
would do better than expected because he 
was better organised—and among such a 
small electorate getting out the vote is cru- 
cial. Mr Dole’s campaign, by contrast, was 
supposed to be a shambles. The contrary 
persuasion held that Mr Bush would do 
worse than the polls said because his sup- 
port was “soft”. In other words, many of 
those who told pollsters that they sup- 
ported him did not feel sufficiently strongly 
to go to a caucus. Clearly, Mr Dole’s 
organisation, which consisted of younger 
people than Mr Bush's, is not a shambles. 
Clearly, Mr Bush’s support is soft. That 
bodes ill for the vice president. 

Mr Pat Robertson’s support, on the 
other hand, is as soft as granite. For months 
there had been rumours in lowa that Mr 
Robertson would get far more people to the 
caucuses than the opinion polls suggested. 
His “secret army” emerged in strength. The 


last poll gave him 13% of the vote. He got 
25%. His campaign staff claims that many 
of those who supported him on February 
8th are normally Democrats or indepen- 
dents, who did not show up in polls of Re- 
publican caucus-goers. Indeed, three-fifths 
of the Robertson supporters were new to 
Republican caucuses, according to a poll by 
the New York Times and cps. 

Mr Robertson knows how to tailor a 
message to suit an audience. In a predomi- 
nantly black Baptist church on February 
7th, he talked only about his promises to do 
God's will as revealed in Isaiah by feeding 
the hungry, clothing the naked and shelter- 
ing the homeless. Not a mention of his 
usual agenda of turning back abortion and 
communism. But where Mr Robertson 
scored was in his tactics in the final days. He 
sent out about 100,000 cassettes describing 
“What I will do as president”, organised 
huge telephone banks to help get people to 
the caucuses and put out a spate of brief and 
simple television commercials. And, of 
course, as he was quick to acknowledge 
later, God was on his side. 

Mr Robertson’s success confirms the 
worst nightmare of the Republican party's 
bosses. In the closed caucuses of Michigan 
and Hawaii the party was virtually taken 
over by bands of Robertson zealots. Now, 
even in the open caucuses of Iowa, he has 
managed to beat a vice president and three 
other candidates. 

It is not even as if he is the only right- 
winger. Mr Jack Kemp, one of the best 
known congressmen in Washington and a 





31 





A A E Bee 


ËTT wm En eg EE EE 


sas = A. dF an eee oe ` 


- 
‘ifu 


| 
2 
i 
J 
; 





* ‘oT ?* 





AMERICAN SURVEY 


pioneer of supply-side economics, and Mr 
Pete du Pont, a former governor of Dela- 
ware, were preaching impeccably right-wing 
messages. Mr Kemp went to church no 
fewer than six times on the Sunday before 
the caucuses in an attempt to shake loose 
the evangelical vote. From the pulpits, he 
furiously denounced a leaflet, which gave 
the appearance of originating in the Robert- 
son camp, maintaining that Mr Kemp sup- 
ported the sale of pornography. It did him 
no good. He finished fourth with fewer than 
half as many votes as Mr Robertson. Proba- 
bly only a second place in New Hampshire’s 
primary, on February 16th, can save him 
now. 


Republican results in lowa 


% of popular vote, 98% of precincts reporting 








Bob Dole Lë ` 37 
Pat Robertson - . 8 
George Bush 7 19 
Jack Kemp PRSA 
Pierre du Pont 7 
Alexander Haig CN 0 


Figures exclude uncommitted delegates 


Mr Robertson will have difficulty doing 
so well in New Hampshire. As Senator 
Charles Grassley of lowa, Mr Dole’s biggest 
gun in the state, put it: “A primary is not a 
caucus’. Mr Robertson will have much 
more trouble turning out enough support- 
ers to dominate an open election than he 
did packing a set of peculiar meetings called 
caucuses. And he cannot produce a secret 
army of Democrats so easily; to vote in the 
Republican primary in New Hampshire you 
must first register with the party. 

The Dole camp is doing its best to re- 
main on polite terms with the Robertson 
supporters in case it needs their support 
later. Far from being alarmed at their social 
agenda, Mr Dole keeps “putting out the 
welcome mat” to these new, or newly zeal- 
ous, Republicans. The Bushmen and 
Kempers have already picked a vicious fight 
with the Robertsonians, during the battle 
for control of the Michigan state conven- 
tion last month. 

Meanwhile, the Democrats are thrilled 
by their opponents’ “Robertson problem”. 
Well might Mrs Lynn Cutler, vice-chairman 
of the Democratic National Committee, re- 
joice at a party in Des Moines on caucus 
night. The Republicans, she said, are frac- 
tured, threatened by an extremist takeover, 
while the Democrats have three good, po- 
lite men from which to choose. “Yeah Pat 
Robertson!” exclaimed Senator Tom Har- 
kin, a liberal Democrat. And it was left to 
Mr Bruce Babbitt, the Democrats’ doomed 
Laocoon, to point out that love affairs with 
cleansing preachers promising to bring 
moral values back into public life have been 
a recurrent but largely unsuccessful theme 
in American politics. 
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A winnowing 
of Democrats 


IOWA CITY 


HE three Democratic front-runners 

emerged from lowa in a bunch. Yet this 
impression is deceptive. Representative 
Richard Gephardt’s victory in lowa gives 
him a tail-ewind. Governor Michael Dukakis 
of Massachusetts is comfortably positioned 
in third place, with a probable win in New 
Hampshire just ahead of him, and enough 
money in the bank to coast into the south- 
ern primaries. The odd man out is Senator 
Paul Simon of Illinois, who came second in 
Iowa. Mr Simon will be done for if he fails 
to beat Mr Gephardt into second place in 
New Hampshire. Even with that, it will be 
difficult for his campaign, already broke, to 
raise all those thousands of dollars without 
which no candidate, Mr Jackson excepted, 
can continue on into the heart of the race. 
The low odds, at this stage, are that Mr Du- 
kakis and Mr Gephardt will be the two, out 
of seven, who battle it out to the end. 

The Democratic contest for second 
place will be the one to watch in New 
Hampshire; in lowa it was the winner who 


that just may be taking off. 

Mr Gephardt’s consistency is ques- 
tioned. lowan Democratic caucus-goers, ran 
the myth, are able to tell fish and fowl from 
good red herring. But when it came to cau- 
cus day, they accepted a populist crusade of 
uncertain provenance. His rivals say that 
Mr Gephardt’s is a one-state show that will 
not play in regions (especially New Hamp- 
shire, see page 35) where the economy is do- 
ing better. 

Big. patches of America are not doing 
well, however, and the congressman is a 
strong performer with a disturbing theme. 
His basic message is “America first”, and he 
preaches it with startling effect to people 
who are baffled and unhappy at not being 
first any longer. When Iowan opinion polls 
showed him slipping behind Mr Simon, he 
rallied with an inspired television campaign 
driving home dramatically his thesis that 
the United States must be fiercer with 
trading partners (see page 38). This wi 
down fine with blue-collar workers. But the 
protectionist snake-oil also slid easily into 
the ears of lowan farmers—even though 
they are people who live from exporting 
their corn and their soyabeans. Mr Gep- 
hardt did best, last Monday, in lowa’s small 
towns and rural west. 

All the Democratic candidates are go- 





Gephardt’s posed populism went down well 


mattered. Mr Gephardt, an opportunistic 
and energetic congressman from neigh- 
bouring Missouri, had to win in lowa to stay 
alive: a second place for him would have 
been as good as a fail. He won through pro- 
fessionalism, hard work—he spent nearly 
150 days in the state, leaving no corn-field 
or hog-farm unturned—and by tailoring his 
message specifically to lowan preoccupa- 
tions: crop-production controls to help 
farmers, and import tariffs to help industry. 
He is the only one of the candidates to have 
come up with a slogan, “It’s your fight too”’, 


ing on into New Hampshire; but for two of 
them lowa was, in effect, the end of the line. 
Ex-Senator Gary Hart, who made the mis- 
judgment of re-entering a race where he is 
no longer wanted, said that he would be 
talking direct to the “people”, bypassing 
the media razzmatazz. The lowan people re- 
sponded with fewer than a thousand votes. 
It is also the end for Arizona’s ex-Governor 
Bruce Babbitt. Mr Babbitt spent 118 days in 
the state, attracting the admiration of the 
press and speaking more sense than Mr 


Gephardt has had hot dinners. For all that 
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On to ornery New Hampshire 


CONCORD 


ITHIN hours of the lowa caucuses, 

most of the 13 men who would be 
president were on their way to New 
Hampshire. They have eight frantic days 
to prepare for the New Hampshire pri- 
mary, the nation’s first and most influen- 
tial real ballot, and they must tailor their 
message to the voters of a very different 
state. 

Two unrepresentative northern cor- 
ners, the critics complain. Both are small 
states whose people are almost exclusively 
white, live in small towns rather than big 
cities, and vote, usually, for Republican 
presidential candidates. There the resem- 
blance ends. New Hampshire’s popula- 
tion is fully employed, rapidly expanding, 
rich and getting richer. Despite its 
sparsely populated mountain forests, it is 
the second most industrialised state in 
the union; less than 10% of its land is 
farmed. 

Residents of New Hampshire resent 
the implication that they simply echo lo- 
was results. This is a state that prefers to 
think it makes up its own mind. Indeed, 
its whole political system is based on an 
instinctive distrust of delegation of au- 
thority. It is also an island of conserva- 
tism in liberal New England. While 
Massachusetts moved steadily leftwards 
as the Yankees were diluted by the Irish, 
the eighteenth-century notions of self-re- 
liance, small government and minimal 
taxation have taken ever deeper root in 
New Hampshire. Mr Bill Gardner, the 
secretary of state, attributes New Hamp- 
shire’s character to historical accident, 
The only significant immigrants were 
French Canadians (from whom about a 
third of the state’s residents are de- 
scended), who came in the nineteenth 
century to work in the textile mills along 
the Merrimack river in Manchester and 
Nashua. They were as distrustful of gov- 
ernment as they had been in 
Quebec—and as the Yankees already 
were, 

New Hampshire refused to let its gov- 
ernment grow too big or too indepen- 
dent. To this day towns are governed not 
by elected officers but by a single annual 
town meeting, attended by all those eligi- 
ble to vote, which makes all decisions and 
appoints selectmen to carry them out. At 
the state level there is representative gov- 
ernment, but only just: the New Hamp- 
shire legislature is, after Congress and the 
British Parliament, the biggest such body 
in the world, with one representative 
(earning $100 a year plus mileage) for ev- 
ery 2,300 people. 

Out of deference to George Washing- 
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ton, New Hampshire’s people agreed to 
rename their elected state president “gov- 
ernor” (a hated term with royalist over- 
tones), but they hedged him about with 
numerous restrictions. He serves for only 
two years, instead of four, his appoint- 
ments can be vetoed by an elected council 
and his decisions must go through a secre- 
tary of state appointed by the legislature. 
From such a system has emerged a lean, 
laisser-faire administration. Services are 
few, state programmes for the poor non- 
existent or ungenerous, state controls on 
development or industry few and lenient. 





A quite different kettle of fish 


Fine for the rich, white, well paid and 
childless. 

New Hampshire is the only state to im- 
pose neither a tax on earned income nora 
sales tax: its income comes from “sin” 
taxes on alcohol, meals, hotel rooms and 
tobacco, state sweepstakes (which pay for 
state aid to education), a state monopoly 
of liquor sales and a business-profits tax. 
Towns and counties collect property 
taxes, considerably higher than those in 
neighbouring states, to fill some of the 
gaps in services. No candidate for gover- 
nor who breathes the words income tax 
or sales tax ever faces anything but elec- 
toral disaster: hence the Custer-like stand 
of Mr George Bush, who still leads most 
local Republican opinion polls, against 
any suggestion of higher federal taxes. 

Even by New England standards, New 
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Hampshire is doing well. Gross state 
product grew by an astonishing 128% in 
real terms between 1965 and 1985, out- 
performing all its New England neigh- 
bours and growing at nearly double the 
national rate. Employment grew at twice 
the rate of Massachusetts in the 1980s 
and the jobs paid well: income per head 
grew faster than in any other state. When 
the giant Amoskeag textile mill in Man- 
chester closed suddenly in 1985, throw- 
ing 17,000 people out of work, entrepre- 
neurs soon filled the buildings with small 
businesses and gradually diversified the 
state’s industrial base. For 30 months 
New Hampshire has had the lowest un- 
employment rate in the country—it now 
stands at just over 2%. 

Massachusetts people argue, with 
some justification, that New Hampshire's 
growth is simply spillover from the high- 
technology “Massachusetts miracle”, 
lured by the tax haven to the north. The 
population of the southern part of the 
state has more than doubled in the past 
two decades. House prices have soared, 
roads are jammed, services (such as they 
are) are stretched; and an unknown has 
been added to the political equation. Will 
these hordes of settlers from Massachu- 
setts vote in the primary, or, since they 
commute daily to Massachusetts, will 
they have bothered to register in New 
Hampshire? If they do vote, will they vote 
Democratic as they did back home, or are 
they Republican refugees? Will they vote 
for or against “their” governor, Mr Mi- 
chael Dukakis? 

One local issue that will influence the 
New Hampshire result is the Seabrook 
nuclear plant. New Hampshire has only 
18 miles of coastline, crowded in summer 
with holidaymakers; on this coastline, 
next to the Massachusetts border, 
Seabrook was built. Since Mr Dukakis’s 
government in Massachusetts refused to 
prepare an evacuation plan for those 
communities that lie within ten miles of 
the plant, it remains idle. Seabrook’s op- 
erator, Public Service of New Hampshire, 
is now bankrupt. 

Mr Dukakis, reckoning that those 
who do not like his stand will vote in the 
Republican primary anyway, is taking the 
credit for “stopping Seabrook’ ’in his tele- 
vision commercials. He remains the Dem- 
ocratic favourite, although it will be inter- 
esting to see how Mr Richard Gephardt, 
the narrow victor of lowa, fares in New 
Hampshire. He has been at the bottom of 
the local polls, but he is now rising fast 
and changing his tactics subtly: exports 
are stressed more and farms not at all. 
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effort he ended up with 9% of the total. 
(Well, said Mr Babbitt, whose sense of hu- 
mour is indestructible, who would have 
thought a year ago that he would be beating 
Gary Hart by eight points?) 

Tennessee’s Senator Albert Gore, who 
finished at the bottom of the poll, had 
realised that he was going to do badly in 
lowa. So he took the rather sensible step of 
pulling his campaign out. His gamble will 
pay off if the front-runners remain 
bunched, giving him a better chance to 
sweep back in the South. 

The caucus process is blood-letting de- 


Democratic results in lowa 
% of Democratic results in lowa 








Richard A Gephardt Gicik 
Paul Simon AU 
Michael S Dukakis 22 
Jesse L Jackson 

Bruce Babbitt eau" 6 
Gary Hart è 0 
Albert Gore 0 
Figures exclude uncommitted delegates 


mocracy visibly at work in an atmosphere of 
barely controlled anarchy: nothing quick, 
anonymous or orderly about it. A session in 
one precinct in lowa City, with a roomful of 
academics and students, is typically unrep- 
resentative, but can provide a clue to the 
depth of a candidate’s support. The rival 
groups seek out the weakest among them, 
then start fighting for converts. In the lowa 
City precinct it was Mr Gephardt’s tearfully 
unviable little group that was being dis- 
membered by passionate supporters of Mr 
Simon, Mr Babbitt and Mr Jackson. The 
supporters of Mr Dukakis sat quietly, nei- 
ther attracting nor losing members. 

Mr Dukakis tried, in the last few days of 
his lowa campaign, to raise the level of com- 
mitment. He spoke passionately, for in- 
stance, about Central America but was out- 
classed by Mr Gephardt, an eloquent leader 
in the House of Representatives of the de- 
bate that cut off military aid to the Nicara- 
guan contras. But passion does not come 
naturally either to Mr Dukakis or to his sup- 
porters. He tends, rather like Vice-Presi- 
dent Bush, to be chosen by people less be- 
cause they like him (though they do) than 
because they do not like the others. 





Thrifts 
Cleaning up 
in Texas 


DALLAS 


AVINGS and loan associations, often 
known as thrifts, were started, just like 
Britain's building societies, to provide fi- 
nance for housing. In recent years, and es- 
pecially in north Texas, many have become 
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Dial-a-block 





NEW YORK 


AVING supplied dial-a-porn ser- 

vices to those Americans who like 
to talk dirty, America’s telephone com- 
panies are now providing dial-a-censor 
for those who do not. Ameritech—the 
holding company which controls most 
midwestern telephone ` services—re- 
cently launched a service which, for a 
small fee, allows its customers to prevent 
their children, or themselves, from dial- 
ling certain numbers on their 
telephones. 

There are two sorts of people with 
whom midwesterners do not wish their 
children to speak: dial-up pornography 
services, offering young men or women 
who will talk steamy sex for money, and 
“rap” groups, which allow children to 
talk to their peers on a conference call. 
Some devoted rap fans are running up 
telephone bills of $1,000 a month and 
more. 

Clumsily, however, Ameritech can 
block these services only by preventing a 
given customer from calling all pre-re- 
corded messages and ‘‘extra-charge”’ ser- 
vices. This means that preventing Junior mother-in-law and still reach the time 
from hearing what Naughty Nancy and the pizza delivery. No law exists 


: might like to do to him after lights out ` against self-censorship. 


the tools and victims of greedy property de- 
velopers. On. February Ist the Federal 
Home Loan Bank Board announced that 
143 of the state’s 281 thrifts would be 
closed, merged or sold to healthy institu- 
tions. Those institutions taking over will 
have to put up $1 billion; federal regulators 
will put up $6 billion-7 billion: all of which, 
it is hoped, will keep the remaining thrifts 
in good health while they dispose of the as- 
sets of the dead. At present, the combined 
net worth of all the state’s thrifts stands at 
minus $5 billion. The first of many criminal 
charges against property brokers, banks 
and thrift officials came on February 8th. 
The seeds of this colossal crash were 
sown in 1982, when the Depository Institu- 
tions Act was signed by President Reagan. It 
was designed to let the stodgy savings and 
loan industry become more productive and 
profitable by freeing thrifts from layers of 
legislative strictures and federal oversight 
and allowing them to compete for all forms 
of new commercial-property business. In 
the event, instead of providing responsible 
deregulation, the new law opened the door 
to unabashed greed. There was virtually no 
federal oversight until 1986; in that three- 
year period, some $28 billion simply disap- 
peared from the thrift system, at least 10% jeu 
of it chrough corrupt practices. 


The public till has been raided to bail 





also prevents his mother from dialling 
the time when the clock stops. 

Even if Ameritech had the technical 
ability to block specific calls, its lawyers 
would not allow it to do so. To pick and 
choose what can or cannot be transmit- 
ted over the telephone would provoke a 
barrage of lawsuits over rights of free ex- 
pression. But there is hope. The next 
generation of telecoms technology—due 
in homes in a decade or so—should al- 
low each user to choose which numbers | 
his or her telephone will speak to. He 
can block out a pornographer or his | 






out this private-sector failure. Congress has 
had to authorise $10.8 billion to revitalise 
the bankrupt Federal Savings and Loan In- 
surance Corporation (FSLIC). In the House 
of Representatives the speaker, Mr Jim 
Wright of Texas, has been tarnished by his 
defence of the erring thrifts in his state. 
Texas thrifts were not the only ones to 
succumb to the lure of easy money. But they 
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Wright’s worst stand 
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went bust on a larger scale. The s&Ls began 
by seeking better collateral for their loans. 
They insisted on an equity stake in develop- 
ment projects, but the developers viewed 
this requirement as greedy, and retaliated 
by buying the thrifts and converting them 
into integrated units which bought land, 
started development projects and provided 
the mortgage money to finance the sales. 
Of the 24 worst Texas sais, 20 were 
bought by property developers and used to 
undermine the remaining four, which went 
bankrupt because of the unorthodox prac- 
tices of the majority. That majority had an 
aggregate net worth of minus $3.75 billion 
at the end of the first quarter last year; they 
had borrowed $2.4 billion from the Federal 
Home Loan Bank Board office in Dallas, 
had $2.7 billion in repossessed property 
and operated at a loss of $8.94m a day. 
Developer-owners used the FSLIC to 
~rn their institutions into federally insured 
oney trees. One planned a series of 
branch offices on the moon. Another spent 





Sir Richard and the dragons 


WASHINGTON, DC 


R RICHARD GEPHARDT’S at- 

tack on the four dragons of East 
Asia (South Korea, Taiwan, Hongkong 
and Singapore) for unfair trade practices 
did much to help him win the Democratic 
caucuses in lowa. In a celebrated televi- 
sion commercial, he pointed out that in 
Korea a $10,000 Chrysler car cost $48,000 
after duties and taxes; America might 
therefore threaten to levy countervailing 
duties that would raise the price of Ko- 
rean cars exported to America to 
$48,000. At present, they cost $6,000, 

The Reagan administration, too, has 
been complaining about its trade deficit 
with the East Asian quartet. That deficit 
stood at $35.3 billion in the first 11 
months of 1987, more than with any 
other trading partner except Japan. The 
administration has now decided that, 
from 1989 onwards, the quartet will not 
qualify for trade concessions under its 
generalised system of preferences for 
developing countries. 

This change is described as “graduat- 
ing’ the four from developing-country 
status, not penalising them; but the drag- 
ons were noticeably unhappy with their 
award. Singapore was the most aggrieved: 
it had agreed in 1986 to tighten its copy- 
right protection in return for American 
assurances of continued trade prefer- 
ences, and now feels betrayed. 

| Elimination of trade preferences 
means that the four will have to pay 
| around $450m in duties next year: not an 
unbearable burden, considering that they 
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$3m to buy the garish Rolls Royce collec- 
tion of Bhagwan Shree Rajneesh. Another 
opened a chain of Bar-B-Que stands. On 
the day President Reagan signed the deregu- 
lation bill, a group of speculators associated 
with the Bell Savings and Loan Association 
in Belton, Texas, sat round a table and 
bought and sold three parcels of land over 
and over again; they changed hands five 
times, netted the developers paper profits of 
$12m and left the s&L with $14.4m in bad 
loans. Such land auctions became standard 
practice. Empire Savings and Loan of Mes- 
quite financed the construction of thou- 
sands of condominium units, notable for 
their inflated prices and uninhabitable de- 
sign, along miles of Interstate-30, 

lt was an investigation of Empire which 
jolted the FHLB into action. The board saw 
its role as twofold: ousting the crooks and 
disposing of the delinquent assets. The first 
was fairly simple: the FHLB took over and 
managed, closed, or sold 104 s&s; it sub- 
mitted records which resulted in the largest 


exported goods worth over $52 billion to 
America last year. More worrying for 
them is the pressure from the Reagan ad- 
ministration to raise the value of their 
currencies and drop their trade barriers, 
Most currencies have risen sharply 
against the dollar since the autumn of 
1985, but not all those of East Asia. Al- 
though the Taiwanese dollar has appreci- 
ated 36%, the Korean won has risen only 
12%, the Singapore dollar 7.5% and the 
Hongkong dollar (which is tied to the 
American dollar) not at all. By contrast, 
the yen and D-mark have risen 47%. The 


assistant treasury secretary, Mr David 
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white-collar investigation in American his- 
tory. The records of more than 400 promi- 
nent politicians, businessmen, developers 
and bankers were seized. 

Controlling the assets was another mat- 
ter, and here the reformers at the FHLB fell 
foul of Mr Wright. Taking over the Texas 
thrift industry meant expenditures far be- 
yond the fiscal resources of the Fstic. When 
Vernon Savings and Loan, in the Speaker's 
district near Fort Worth, closed in Novem- 
ber, the FHLB had to issue an 10U for $1.3 
billion. It turned to Congress for money. “I 
started getting all these horror stories,” said 
Mr Wright, “about the way in which the 
Feds were operating. They seemed to have 
no concern for businesses,” 

True enough. The ten worst S&Ls taken 
over by the FHLB were losing an average of 
$8.7m a month under their private owners. 
They lost an average of $186m a month last 
year under federal auspices. Over nine 
months the thrift was charged $10m for sal- 
aries, without a single asset being disposed 


Mulford, says the East Asian currencies 
are artificially rigged at low levels, which 
is why Taiwan's trade surplus last year 
was around 20% of GNP and South Ko- 
rea's 8%. He insists that these currencies 
must go up. 

South Korea and Taiwan are poorer 
than the other two and have justified 
their protectionist barriers on the ground 
that they are still developing countries. 
This argument has become weak now 
that they have such large trade surpluses, 
and they know it. In response to Ameri- 
can pressure they are gradually dropping 
some barriers. But not fast enough for Mr 
Mulford. He has warned the four that 
they must adapt, and that adaptation will 


require “co-operative, not predatory, 
behaviour”. 


OH 
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of. Mr Wright insisted that the FsLic, which 
was technically insolvent, should be given 
no more than $5 billion; that way, it could 
not go in and take over too many Texas 
thrifts. He was worried that if the federal au- 
thorities dumped $5 billion-10 billion in 
commercial and residential property on the 
market at fire-sale prices the Texas econ- 
. omy would never recover from the blow. Mr 
Wright’s guerrilla warfare with the federal 
regulators also consisted of inserting a series 
of prohibitions in the refinancing bill. Be- 
cause of the political power he held in Con- 
gress, the FSLIC was left with the prospect of 
being permanently under-financed and 
powerless. 


The Speaker's opposition was under- 
mined, however, when the owners of the 
Vernon S&L were charged with “looting” 
some $350m from their thrift. In Washing- 
ton that was taken as a suggestion that Mr 
Wright was protecting shady friends, rather 
than rallying to the aid of a needy 
constituent. 

He abruptly dropped his opposition to 
greater financing. Mr Wright still bristles at 
the notion that he was anything other than 
a diligent congressman. As the spate of rev- 
elations of shady dealings in the thrift in- 
dustry continues, he does his grousing qui- 
etly. At least he has avoided a fire sale in his 
state. 





Atlanta 


New bloom on Peachtree Street 


ATLANTA 


ARGARET MITCHELL wrote 

“Gone With the Wind” in a tiny flat 
in an undistinguished house that she called 
“the dump”. Preservationists and develop- 
ers are now locked in battle over this dilapi- 
dated Victorian-style little building, which 
happens to sit in the middle of Atlanta’s 
best midtown development area. At the end 
of January Mayor Andrew Young, who had 
scoffed at under-financed schemes to re- 
store the place, switched sides, saying he 
would not sign an order for its demolition. 
Restoration money is in the offing but a 
Texan developer, Trammell Crow, which 
had its wrecking-ball swinging, is a bit 
restless. 

The ferocity of the scramble to buy and 
to build in this area, a couple of miles to the 
north of the city centre, explains the fuss 
over the Mitchell house. Office vacancy 
rates are high, but developers want to lay 
claim to their parcels of land before prices 
move even higher. Midtown Atlanta, which 
used to be hippie and arty, had become 
sleazy. Its development, with 1BM’s soaring 
gothic tower showing the way, is hailed as 
the saving of the city: a means of pulling At- 
lanta together, bringing life to the centre ‘in 
the evening as well as in the daytime, check- 
ing the dispersal of offices and shops to the 

prosperous northern suburbs. 

Construction in most of metropolitan 
Atlanta is slowing down a little after the fre- 
netic activity of the past few years: the re- 
gion is a mite over-built. A mess of mud and 
bulldozers remains at the centre as the city 
races against time to spruce itself up for the 
Democratic convention in July. The high- 
ways, Overpasses and side roads that run 
through Atlanta are still being titivated, 
widened and blocked, a process that has 
been going on for longer than most Atlan- 
tans have lived in the city. 

The roads will be ready for D-day, it is 
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promised, minus a ramp or two. The exten- 
sion to the airport of the underground rail- 
way will also, blessedly, make it in time. But 
Underground Atlanta, the mainly below- 
ground marketplace and entertainment 
area which is being done up after long 
blight and decay, will miss the deadline; it 
will not open until spring 1989. 

A body called Atlanta '88 has been set 
up to run the convention. Its powers of tact- 
ful persuasion will be stretched as it tries to 
squeeze some 35,000 Democratic invaders 
(delegates, hangers-on, celebrities, media) 
into the modest-sized Omni basketball sta- 
dium. The insulted overflow will watch the 
fun and games on television from the World 
Congress Centre next door. The more 
pressing, and delicate, dilemma for the city 
is what precisely it should do to protect the 


purses and nerves of its entertainment- 
hunting guests in the evening. 

After dark, when the office workers 
have gone home to the leafy outskirts, At- 
Lana e downtown is the province of the 
poor, the homeless and a fair number of 
people up to no good. Extra police will be 
hired to guard the Democrats against crimi- 
nals and drug-dealers. The question is 
whether any further measures should be 
taken to remove people whose behaviour is 
not criminal, merely anti-social. A tentative 
suggestion that some kind of temporary 
camping-ground might be set up for street- 
people has led advocates for the homeless to 
accuse the city, unfairly, of planning to cre- 
ate “a vagrant-free zone”. 

Why should Atlanta, the star-city of the 
south-east, have 5,000-6,000 homeless peo- 
ple? Partly because it is a star, drawing peo- 
ple towards it. Atlanta is a hospitable city, 
absorbing most newcomers easily, blac’ 
and white. The hard ones to absorb a 
those who have no education or skill but are 
attracted by what they have heard of the 
city, its black colleges, its good medical ser- 
vices, its streets paved with gold. They end 
up, quite often, with no job and no roof 
over their heads. 

Atlanta has a strong black middle-class 
which has grown fast over the past few 
years. Like other American cities it also has 
a large black underclass, with no plain 
bridge between the two. And since 1974 it 
has had two black mayors, first Mr May- 
nard Jackson and now Mr Andrew Young 
(the electorate is roughly 60% black). Mr 
Young is so well liked, by black and white 
Atlantans alike, that his re-election in 1985 
might just as well have been by acclamation. 

Since Mr Young is not allowed another 
consecutive term, the election next year 
looks as if it will be something new for At- 
lanta: two formidable black candidates 
competing for black votes. Mr Michael Lo 
max, the chairman of the Board of Commis 
sioners of Fulton County (which includes 
much of Atlanta), has announced that he 
will be running. Mr Jackson has not said he 
will try to recapture the office but the odds 
are that he will be tempted. 

If so, black Atlantans will be presented 
with a fine choice. White Atlantans will in- 
stinctively support Mr Lomax, a bright 
young academic who slides effortlessly 
across the colour line. Mr Jackson was a 
pugnacious mayor who pummelled his way 
through Atlanta’s white establishment, pro- 
moting black economic power. Since he left 
office, he has matured into an establish- 
ment figure himself: a bond lawyer and sage 
whose counsel is much sought. He is a huge 
man with a huge reputation. But Mr Lo- 
max, as commissioner, has kept touch with 
his base, working for that quarter of Atlan- 
ta's population which never caught up with 
the prosperity boom. 
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feemgne to investment SE eer 
ence bible’ Money Management, ‘over the 


last year, to 1 January 1988 our UK Equity 
Fund is number one out of 33 funds in its” 


sector; Yen Fixed Interest is number one 
out of 84: Global Leisure number two out 
of 71; European number three out of 29; 


Japan and Pacific is number four out of 58 
and Sterling Fixed Interest number five out 


of 38 in their sectors. 
The Guinness Flight Global Strategy 
Fund Limited is one of the largest o 









being particularly important. 
Earning more money and paying less tax. 


But, for most people, these benefits are likely to be short-lived. The 
trick is not just to be better off whilst ou are actually abroad, but to 
ensure that you continue to enjoy advantageous tax treatment long 


after you come home. 


However, this can only.happen if you plan your financial affairs 
propery before your return tothe UK. | 






Examples of costly mistakes can include: 





Owning UK properties inthe wrong names. _ 
Wasting a wife's annual tax allowances. 






Lt their shares may go down as well as. Up 


When you decided to work Se you ae DS your EEN 
would bring many advantages. Most people regard two of these as 


Failing to claum your tax refund due for the year ofdeparture from the UK. 
Realising a profit before the departure from the UK ora loss before returning home 
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umbrella funds and has at its core an‘excel- 
lent range of 21 equity, bond, money and. 


currency funds. 

Charges are among the lowest available | 
at 3.5% on entry. There is no initial charge 
on direct ` investments over £50, 000. 
Annual management fees are 0.5 to 0. 75%. 
All share classes have been admitted to the ` 








Official List of the International Stock 


Exchange, London. 
Investors are reminded that the value of 


prove expensive. 


At Wilfred 







Deeg few es realise this E ES ies pay asevere 
penalty. For example, many expatriates believe — mistakenly -that 
UK tax only concerns UK residents. A misconception which can 


As UK tax legislation becomes more and more Compheated itis 
essential to receive expert professional advice if you are to 
capitalise on your expatriate status, 


Amore professional service 

Fry, we provide a comprehensive tax advisory service, 
designed specifically for the overseas resident and based on more 
than 80 years’ experience in assisting the British expatriate. Indeed, 
we now act for cents resident throughout the world, concentrating 
on taxation and personal financial and investment planning, with the 
emphasis on individual advice. 


Our new booklet ‘The British Expatriate’ provides a guide to the most 
important ways in which you can make the most of your British 


Failing to recognise the significance of currency movements when disposing 






Leaving money on deposit in UK Banks and Building Societies. 
Failing to establish a personal tax shelter for investments, which can reduce 
taxahion substantially when you return to the UK 


Stopping National insurance Contributions while you are away 









Head Office, Crescarit House: Crescent Road. 
Worthing, Sussex, BNL VEN, England 

Tet: Worthing (9909) 3184543 and deze 

eee. Telex number 87614 Answerback FRY LTOS 

Wittend T. Pey tice. Offices in London and Exeter. 


efinvestments, which could even zesum Capital Gains Tax being paid on a loss 
Falling foul of the complicated residence rules which determine UK tax status. 








expatriate status. Por your free copy simply complete and return the 


coupon below, 


To Wiled T Pry Lid. Crescent ace Crescent Road, Worthing, Sussex, DANI 7 IRN, England 


Please send me more details of your personal tax advisory service, together with ry free 
oopy of The Brosh Expatriate ` 


Marne 


Address.. 


| Date ofintended return UK 
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7 Fund MANAGERS (GUERNSEY) LIMITED: 
| PO Box 188, La Vieille Cour, St Peter Port, "` 
: Guernsey, Channel Islands 


J Tetepbone: (0481) 712176 or Telex 4191284 GFFUND g 


Pilaar send me o prospectus far the Coupeness Flight Diodai Strang Fund £ med, 
: _ the sole bases af which om teeesimen] may be miii 


i Name, | 
Ve Address. 
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ave held up very. well inthe 
circumstances sincethen. ` 
While it shook the confidence — 
of markets, the crisis also 
amatised the importance of 
time global i | information. 
However in the expectation 
that 1988 revenue growth 
“would not match last year s high 
rate, wei took steps to cut costs 
and trimmed some of our 
expansion plans, but continue 
“to invest heavily for the long 
term. 





















Bock rsHoldings PI PLCs S 
unaudited pre-tax profit rose 

by 37.4% to £1788 million 
(US$3378 million) in the year 
ended 31 December 1987). ` 
from£130.1 million (US$245 5 
million) in 1986. Profit after ` 

tax rose by 35.9% to £109.6 Taxation 
million (US$207. 1million) from, | 
£807 million (US$1524 
Y ilion) and revenue by 39.6% 
to £8669 million (USSL 6384 
million) from £620,9 millio 
(US$1,173.5 million), ` 
Earnings per ordinary 
share were. 26.0 pence 

(19.4 pence), or US$2.95 per 
American Depositary Share’ 
(US$2.20 per ADS), an increase 
at 34.0% based on a weighted average ‘of 7188 D 
ï milion shares (4138 million). e 
© The Board has recommended a final ` 
dividend of 50 pence tal ing the total for. 1987 
to73 pence from 5. 5 pence, : mn increase OF. 
27%, The final dividend will be paid on or about 

: fay toshareholders on the register at 31 March. 
`  Aiibhe ADS equivalents are on the existing | 
basis of each ADS representing six B Ordinary 
(Limited Voting) Shares and not on the new. 
basis of each ADS representing three shares. 
New certificates will be posted on or about 

29 February. | | 






dë Year! Io. 





a December Ë t 









-Revenue ` e 


-Pre-Tax Profit _ : 



































Profit attributable to. 





“Demand. for foreign 

A exchange | information and 

_ dealing services was good 
throughout the year and 
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Glen Renfrew, Reuters Managing Director 7 | l SE b 
ups and Chi of Execut ve, said: "It was another’ year a 
ae. of very: strong growth. Profit grew more slowly: e : 
se than revenue because of a decline of, kän, = d | 
: | | d million (USS6.5 million) in interest income and . | l | 
Profit before tax | 1 the addition of £219 million (US$41.3 million) LL Le 
(£ million) a of revenue accompanied by small losse tom Deag e e E 
1 our two newest aequisitions - instinet Corpora- r RE and allowing for the problems in 
ae tion and |: P Sharp Associates. Interest income Kee See eng order bas dell 
TE was depressed by the use of cash for these good enough to produce further vigorous 


acquisitions and by lower rates. revenue growth in 1988 


“Currency movements had a small 
negative effect on pretax profi,” ` gi 
a “New orders net of cancellations w were ei 
J ` excellent up to the 19 October stock market . 
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INTERNATIONAL 


Iraq doesn’t have to be like this 


FROM A SPECIAL CORRESPONDENT IN BAGHDAD 


| assay to the casual eye, is light- 
years from war. Nobody goes hungry; 
the stalls are piled high with seasonal fruit 
and vegetables. Yet the long conflict with 
Iran has done terrible damage—not only in 
the roll call of 200,000 or so dead soldiers, 
but through the snatching away of the liber- 
“es which, in the 1970s, the Iraqis had 
‘emed at long last about to enjoy. 

Hospitality is the Iraqis’ pride. Bagh- 
dad, with more than 3m inhabitants, re- 
mains one of the rare big cities whose peo- 
ple smile at perfect strangers in the street. 
Shopkeepers will offer tea or coffee to a 
passer-by—so long as all talk is visible and 
audible. Yet private grumbling can and of- 
ten does attract an 18-year prison sentence: 
public grumbling can bring death. Iraqis no 
longer invite strangers or foreigners home, 
and are careful about any* meeting that 
could be construed as even vaguely conspir- 
atorial. Except at the most senior level, offi- 
cial conversations are held in the presence 
of at least one silent witness. Local employ- 
ees of foreign embassies, and the most inno- 
cent employees of foreign companies, are 
vulnerable to accusations of spying. 

The luckiest suspects are those who fall 
into the relatively well-regulated civil pris- 
ons. Three separate security services keep 
watch on the population, and on each 
ther. The ordinary secret police, the 
mukhabarat, is presumed to employ many 
of the young men who lounge around in ci- 
vilian clothes in all public places. They are 
said to be relatively well-disciplined, and are 
not greatly feared. The security force of the 
ruling Baath party, especially at its lower 
levels, is thought likelier to shoot or arrest 
arbitrarily, and to ask questions later or not 
at all; though it, too, is said to be falling un- 
der tighter discipline. A third force of intel- 
ligence and counter-intelligence police has 
allembracing power to deal with subver- 
sion at home. 

The three forces are rivals, which makes 
things awkward for those arrested. Embas- 
sies cannot protect even their own citizens 
from torture. Pardons and paroles are al- 
most unobtainable and security personnel 
are immune from prosecution. 

Outsiders may wonder how necessary 
all this brutality is. Most Iraqis support the 
regime. They seem genuinely determined 
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not to be sucked into the Islamic republic of 
the despised Persians. By and large they 
seem to identify their survival as Iraqis with 
that of Mr Saddam Hussein as president. 
The president’s propaganda is getting 
cleverer, although the evening television 
news is still, from time to time, followed by a 
half-hour cantata in his honour. Hand-let- 
tered pro-Saddam banners have practically 
disappeared from the streets, replaced by 





Under Saddam’s shadow 


carefully lettered orange, gold and blue 
signs rather like the explanations on histori- 
cal monuments. They strike a nationalist 
note rather than a hagiographic one. The 
president's picture is rarely printed more 
than once on the front page of the morning 
newspapers. Jewellers report that the best- 
selling watches now have his portrait in one 
quadrant, not over the whole face. 

In 1980-81 there were mass executions 
and deportations of Shia Muslims regarded 
as likely to be pro-lranian. They have not 
been repeated, nor have they been neces- 
sary. The Iraqis may be tired of the war, but 
are hanging on, their regime steering a care- 





ful course between its own secular prefer- 
ences and Iranian accusations of godless- 
ness. Mosques are being renovated, at 
considerable expense to the government, 
and so are the great Shia shrines. 

At Friday prayers, the mosques are full 
but not mobbed. As in most Muslim coun- 
tries, preachers are carefully controlled. 
Women university students are allowed to 
wear Islamic headscarves and long dresses if 
they wish, but few do so. Islamic beards are 
not formally banned on campus, but are no 
more popular than elsewhere in the coun- 
try. Mr Saddam Hussein is regularly shown 
in religious settings, and the newspapers 
publish long theological refutations of the 
claims of Ayatollah Khomeini. 


The Kurds are in the way 


Arab Iraq’s acutest internal problems are 
with the Kurdish minority of its northern 
region. Since there are also Kurds in hostile 
lran, and others in Syria, Turkey and the 
Soviet Union, their ethnic nationalism is 
hard to keep in check. Within the past year 
the Iraqis, with desperate ferocity, have 
razed scores of rebellious hamlets in the 
Kurdish mountains; their people have 
mostly moved to the cities of northern Iraq, 
particularly to Mosul. Iraq is desperate for 
manpower, and still employs some 1.7m 
Egyptians (even though almost as many 
have left since they lost the right to send 
their earnings home). But the Kurds often 
remain unemployed, and are open to the 
blandishments of the faction-ridden Kurd- 
ish dissident groups. 

The Iraqis have managed to persuade 
some Iranian Kurds to take their side in the 
war. But the Iranians have been more 
skilfully subversive, bringing about an anti- 
Iraqi alliance between the two main Kurd- 
ish nationalist groups, which ties down 
large numbers of Iraqi soldiers. When a heli- 
copter carrying a gaggle of Iraqi generals 
crashed in the rugged the mountains of 
Kurdistan on January 21st, the government 
put it down to bad weather. The killing 
could also, in the general chaos, have been 
done either by the Iranians or by their 
Kurdish friends. 


The other large minorities in Iraq's 


population of 16m are the half-million Tur- — 


comans, who mostly live around the north- 
ern city of Kirkuk, and the Christians, who 
are more than twice as numerous. Both 
groups complain of discrimination. The 
Christians of Baghdad are often prosper- 
ous, well educated, and staunch supporters 
of Iraq’s official Baath ideology (which few 
others even claim to understand). Such 
middle-class people feel the pinch of auster- 
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OM OUR LEVANT CORRESPONDENT 


CA Gulf war, its winter. offensive 
gainst Iraq's second city, Basra? By this 


a bloody onslaught against the Iraqi 
nes just to the east of Basra. The. weather 
ve area from October to March is wet 
ough to weaken Iraq’s main military 
vantage, its superiority in tanks. This 
kes it the ideal time for Iran’s. hordes 
have another big push. By mid-Febru- 
ey, they have yet to do so. 

Tran’s offensives, ENEE are not 
bsolutely regular. Its seizure of the 
Aajnoon islands north of Basra four 
ears. ago came in March, and during the 














q's Faw peninsula in February 1986 
nd the series of attacks in December-Jan- 
ary last year seemed to have set a trend. 
I y this winter’s delay? 















































y aralh when it interfered with their 
eign travel. If Christian soldiers serve 
onger-at the front than others, it may be 
nainly because more of them are specialists, 
uch as doctors or engineers. As for the 
hristian peasants of the north, many of 
heir villages are in Kurdish country, and 
were destroyed along with their neigh- 
urs’; their people, in strange costumes, 
now swell the congregations in Karrada, the 
hristian quarter of Baghdad. 
Yet, even in this time of austerity, 
hristmas is greeted with presents and tin- 
(in many Muslim homes, too). The com- 
aint that Christians get less than their 
e of senior government jobs has lost its 
g now that private enterprise is back in 
yur. And Mr Tariq Aziz, a Greek Ortho- 
Christian, is clearly the second man in 
Saddam Hussein’s government. 
Mr Aziz, with the portfolio of foreign 
s, is one of the only four old-style 
thist political leaders to retain office. 
< others are Mr Abdul Wahab al 
ikhly (interior), Mr Nsayef Latif Jassem 
ormation) and Mr Adnan Khairallah 
ence). A few other old Baathists survive 
he policy-making Revolutionary Com- 
id Council, alongside the military men. 
it other senior posts are held by people 
ho fell into disgrace when Mr Saddam 
sein first came to power. At the very top 
he regime, alongside the president's rela- 
s and close friends, he has recently pro- 
red some clever technocrats, many. of 





e allowed to give him advice even if it is 
yleasant. That, for Iraq, would be a truly 
, departure. e 


JAS Iran abandoned that ritual of the ` 


e of year the Iranians have usually put 


ext winter it did little. But the capture of | 









-remarkable network of power and contacts 
who runs most things that matter in Pan- 


m western-educated. They are supposed : 


Iran may be waiting for more men. 
Seven years into the war, with no clear 
victory in sight, recruiting is getting 
harder. A call for half a million men went 
out last year, but less than half that num- 
ber seems to have answered. On January 
Sch the Iranian authorities announced a 
lengthening of the conscription period 
from 24 to 28 months. Draft-dodging and ` 
desertion are said to be on the increase. 
Still, Iran has three times as many people © 
as Iraq. It should be able to find enough 
men for another offensive. | | 

Another explanation is dene: Iran's e 
generals may be wondering whether ‘yet. 
another. go at Basra is really a good 1 idea, 
Last year’s offensive took their ps 
the gates. of the city, but not through 
them: it was therefore a failure, and an 
immensely costly one. Since then the — 
Iraqis have strengthened Basra’ e defences 
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army's Southern. Cc 
but also a sign of the times | Ge 
At the heart of the st storm stands General 





Panama’ e een force e, a 


ama. General Noriega is angry ‘because 
American federal grand juries in Miami and 
Tampa indicted him on February 5th for al- 


legedly taking bribes to help drug-traffickers.. 
The Miami indictment has claimed that he. 


accepted $4.6m to protect cocaine ship- 
ments, launder drug money and provide a 
safe haven for Colombian drug smuggle 
The Tampa. indictment accused the- Sech 








of conspiring to smuggle more than Im- 


pounds of marijuana into the United States. 
General: Noriega, in true Panamanian 
tradition, calls the indictments "a strictly po- 


litical act aimed at frightening me and other - 


nationalistic Latin American leaders who 
dare to. criticise. the- United States”. No 





into the city. 


e See j on or the 


\merican | or -Caribbean leader < Noriey 


The Ge are now talking about 
“limited but constant military pressure” 
all along the front, rather than-one big 
heave. This could imply something im- 


portant. Broad-front: strategies do not 


| 
| 
| 
| 
usually work as well as concentrated at- | 
tacks. Maybe the Iranians are starting to 
reckon that the war has reached stale- 
mate, but are not yet ready either to ad- 
mit the fact or to bring home large num- 
bers of demobilised soldiers, disillusioned 
with an inglorious end ro the war, and 
with little chance of finding. work. 
There may be an even simpler ex- 
planation. The Iranians have. worked 
assiduously since July to fend off the in- 
ternational arms embargo threatened by 
the United Nations Security Council. 
Their former main supporter there, the 
Soviet Union, has lately seemed more in- | 
clined to support an embargo. A big Ira- 
nian offensive now might remove the 
Russians’ remaining doubts. 


was indicted. Complexities are hinted at in a 
letter written to the general on May 4 1986 
by Mr John Lawn, administrator of the Drug 
Enforcement Administration in the United 
States, to “‘reiterate my deep appreciation 
for the vigorous. anti-drug trafhcking policy 
that you have adopted”. | 
The general is a complex man. It is said 
that, until the present crisis, he had close 
contacts with the United States: govern- 
ment’s intelligence agencies. From 1969 un- 
til he became commander of the Defence 
Forces in 1983, he was head of Panamanian 
military intelligence. He also had close con- 
tacts with Cuba, ` 
The. general i is a fond father who sent 
hundreds: of invitations to his daughter’ s 
wedding tied to bottles of French wine. Yet 
accusations of brutality swirl. around his re- 
gime. After one of the regime’s more persis- 
‘tent critics, Dr Hugo Spadafora, was found 
decapitated across the border in Costa Rica 
in 1985, an investigation by the Inter-Ameri- 
can Commission on Human Rights asserted 
that Panama’s ranm was ‘Tesponsible 
for his death. ` 
General Noriega’ is adana in Panama’s 
poor rural areas, where he regularly opens 
public-works projects. He enjoys playing 
“godfather”, receiving petitions and solving 
problems by exercising his influence. But he 
is cordially hated by the middle class in Pan- 
ama City, where offshore banking for North 
American clients is a prosperous affair. Such 
people do not like anti-gringo talk, and are 
angry that their army has declined to hand 
over any real power to President Eric 
Delvalle, the titular civilian leader. 
The chance to” undermine Ge T: 
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nel Roberto Diaz Herrera, who had been 
obliged to retire, publicly accused his former 
boss of a host of improprieties. The National 
Civic Crusade organised anti-Noriega street 
demonstrations in Panama City, where 
10,000 soldiers were deployed to break one 
up; but when the colonel was arrested, and 
retracted his allegations, the movement 
petered out. 

The campaign against the general is now 
mainly organised from the United States. 
Panama’s former consul in New York, Mr 
José Blandon, entertained a sub-committee 
of the American Senate on February 9th 
with a string of detailed allegations of Gen- 
eral Noriega’s involvement both in the drugs 
trade and in dealings with left-wing terrorist 
movements—adding that the general had 
been given classified reports on American 
politicians compiled by the Central Intelli- 
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gence Agency (CIA). This upset some sena- 
tors, and brought a stiff denial from the CIA. 
General Noriega has called Mr Blandon a 
traitor, denied his allegations and demanded 
that he be exposed to cross-examination on 
his allegations. 

The Reagan administration naturally 
wants to keep the canal safe, and its troops 
in undisturbed possession of their facilities 
there. It has called for stable democratic gov- 
ernment in Panama, and suggested to Gen- 
eral Noriega that he might step down and let 
civilians run the country. The Americans 
would like to isolate him from his fellow offi- 
cers, who alone could shift him. So General 
Noriega appeared on television on February 
8th, surrounded by Panama’s ambassadors 
to the United States, the United Nations 
and the Organisation of American States: 
and by a clutch of well-wishing officers too. 
H" "E ` 


So there is a Palestine, after all 


FROM OUR ISRAEL CORRESPONDENT 


S THE Palestinian rioting in the Israeli- 
occupied West Bank and Gaza Strip 
enters its third month, journalists have 
started to put an unusual item on their ex- 
pense accounts: checked keffiyeh head- 
dresses, which they drape across the dash- 
boards of their cars. These sometimes help 
to ward off the stones that have become a 
routine feature of life on the roads of the 
territories. 

The keffiyeh is a much older symbol of 
Palestinian nationalism than the three-day 
stubble and designer battledress of Mr 
Yasser Arafat, the chairman of the Palestine 
Liberation Organisation. In 1938, at the 
height of what Arab historiography remem- 
hers as the “great rebellion” against the 

ritish, Arab peasants wearing keffiyehs 


Street theatre, real stones 
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brought the spirit of revolt to the towns. 
Today the traditional head-dress has a dou- 
ble function. It masks the faces of the young 
rioters, and it has become a symbol of what 
most of the the Um Palestinians in the oc- 
cupied areas now call the intifhada, or up- 
rising. “There is no Palestine,” the leader of 
Israel’s racist Kach party, Rabbi Meir 
Kahane, likes to say in schoolboy Arabic. 
The keffiyehs of the West Bank and Gaza 
are proving him wrong. 

The Palestinians have paid heavily in 
blood for the new pride their uprising has 
brought them. The death toll since the first 
killing on December 9th passed 50 this 
week, On February 7th five Palestinians 
died in a single day. Hundreds more have 
been wounded or beaten by Israeli troops. 





Yet there is still no sign of an end to the 
defiance. 

The uprising has changed the balance 
of power between the Palestinians inside 
the occupied territories and those outside. 
After 20 years of leaving their fate in the 
hands of others, West Bankers and Gazans 
have seized the initiative for themselves. 
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The PLO, they say, is still their only repre- - 
sentative: they still need help and encour- 


agemënt from the Palestinians outside. But 


the PLO is now following, not leading. 
“There was no inauguration ceremony for 
the uprising,” boasts Mr Ibrahim Dakkak, a 
prominent east Jerusalemite. “The orders 
didn’t come from a five-star hotel.” 


One tangible new link between the riot- 


ers and the Palestinian diaspora is the radio 
station called al-Quds, which is the Arabic 
name for Jerusalem. It broadcasts from 
southern Syria “for the liberation of land 
and man”. For nine hours a day the station 


pours out instructions, exhortations and 


patriotic ballads that extol the beauties and 
virtues of Arab Palestine. 

A favourite technique of al-Quds is to 
praise the “heroic resistance” of one spe- 
cific town in the West Bank, and then read 
out in resonant tones a list of Palestinian 
villages and hamlets which have been emp- 
tied or demolished by the Israelis. The sta- 
tion is run by Mr Ahmed Jibril’s Popular 
Front for the Liberation of Palestine-Gen- 
eral Command, a small, Syrian-backed 
organisation that opposes Mr Arafat's lead- 
ership of the PLO—but its broadcasts make 
a broad, non-partisan appeal to the spirit of 
resurgent Palestine. “God is with us,” the 
announcers repeat. “Victory is near.” 

The Palestinians have at last learnt the 
craft of public relations. Hence the planned 
voyage of a PpLO-chartered ship carrying Pal- 
estinian deportees and a large contingent of 
journalists to the Israeli port of Haifa. This 
deliberate reminder of the ships that ran 
the British blockade of Palestine to bring in 
Jewish survivors of the Nazi holocaust in 
the late 1940s has enraged many Israelis. Is- 
rael says it will prevent the ship from enter- 
ing its waters. The Palestinians intend to en- 
sure that whatever happens is witnessed by 
a large and fascinated audience around the 
world. 

The intifhada is unlikely to continue in- 
definitely at its present intensity. On Febru- 
ary 7th Mr Rabin, Israel’s defence minister, 
predicted that the Palestinians would tire of 
the rioting before Israel tired in its efforts to 
contain it. But the Palestinians have already 
achieved a great deal. They know that, but 
for their efforts, America’s assistant secre- 
tary of state for the area, Mr Richard Mur- 
phy, would not have arrived in Israel this 
week in search of Israeli concessions. The 
uprising has put the question of Palestine 
back on the map. The boys in the keffiyehs 
plan to keep it there. 
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Your property could weil end up lost 


— 7 property. 

| Many a corporation almost home and 
hosed with a real estate project has 
had: it nipped, in the bud by awkward 
financing tee anicalitics. 

Poor advice concerni ng leasing, 
property financing and taxation has put 
: he iron ball through Se building 
purchase and development plans. 

‘Leaving companies thar wanted sky 
scrapers scraping. 

An alarming situation, but one you'll 
never have to face if “you “employ the 
services of Jones Lang Wootton, 

Because [LAW (and only JEW, we might 
add) has its. own’ complete Property 
Financial Services company. 

Brimming with superbl y qualified staff 


D 


whose only job is to find any possit 
financial hiccups that your prope! 
transaction might encounter: : 

And climinace them: 

We have access to'a wide dist bution, 
of funds, and act as an efficient clearing 
house for mortgag 

We offer chenss a complete range of 
loans and funding avenues: 

Suitable for small own er-occupic 
large scale com nercial dev , Jopers. l 

ocan provide corporate financing 
syndi ation and structured work for 


corporate borrowing CAs opposed tu loans 


secured against single property holdings.) 






















And WE OW 


re the first property agent — 





ith a-Security Dealers Licence, s0 we can 








le the entire job in-house. 


hang 








SR 


LW 


V hich by itself máy well lower the 














national heart acrack rate). 








et just helped other 




















{jur own 








é 


e ropanics do the building 





“been under construction in. 








TOG 


added a myriad of helpful 









‘a research team, a full 








led our own comprehensi 








services. 











se are useless with- 





me other piece of equipment 





all 








, d, 


DW 








i remely arduous testing 













meure performances at the 






ik 


















Home, sweet 
homelands 


YW EPEATED bad luck usually means bad 
AX management. The South African gov- 
ernment has been more than unlucky i in the 
Tunning of the “homelands” into which it 
he oped to shuffle off the black majority of the 
country’s people. It pretends that it has cre- 


i, 
atec within its own frontiers four indepen- 


dent black “states” —Ciskei (about 750,000 
people), BophuthaTswana (1.5m), Transkei 
(2.5m) and Venda (500, 000). 

mee is much the richest, 
ssing platinum mines, South Africa’s 
mai tailway line to the region to its north, 
casinos and entertainment centres and a 
soft-porn commercial broadcasting station. 
t had a coup during the night of February 
when its tiny army arrested President 


tees 
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| FROM OUR CANADA CORRESPONDENT 


N THE month when other North 
| | Americans are watching out for 
| groundhogs (whose reappearance after 
| hibernation is supposed to show when 
ring will come), Quebeckers are won- 
ka ering if they have spotted a phoenix in 
their province. Mr Jacques Parizeau, who 
has just rejoined the almost moribund 
Parti Québécois (PQ), is devoting Febru- 
| ary to a fund-raising tour for what he 
` hopes will be the renaissance of the Que- 

_ bec independence movement. 
| Separatism collapsed in ‘1980 when 
| René Lévesque’s provincial government 


to negotiate a form of near-independence 
‘| called “sovereignty-association”’. In the 
subsequent provincial election he'won.a 
| second term, thanks partly to a promise 
|| not to raise the independence i issue. But 
|| by 1984 the radical wing of the PQ, led by 
Mr Parizeau, was demanding that the 
} next election be fought as a plebiscite on 
| independence; and when Mr Lévesque re- 
jected this demand half his cabinet left 
| the party. In the 1985 election Mr 
| Lévesque’s successor, Mr. Pierre-Marc 
Johnson, led the PQ to defeat by Quebec's 
| Liberal party under Mr Robert Bourassa. 
Last November, however, René 
Lévesque’s sudden death evoked a wave 
of nostalgia for the glory days of the PQ, 
and the colourless Mr Johnson promptly 
resigned. The PQ will hold a convention 
in May to choose a new leader. So far Mr 
Parizeau is the only candidate. 
Now 57, he is a formidable figure, and 
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|| failed, in a referendum, to get a mandate 


African army went in and put Mr Mangope 
back in office. Since the territory consists of 
seven separate pieces of land, squeezed be- 
tween South Africa itself and its neighbour 
Botswana, the coup did not affect most 
Tswana people, or the guests in swish hotels. 
But it follows a pattern that is the plague of 
homeland politics. 

The pattern is that the incumbent rulers 
are accused of corruption and overthrown 
by successors who, after controlling the trea- 
sury for a few weeks, are accused of the same. 
The accusations in BophuthaTswana are es- 
pecially fruity. Mr Shabtai Kalmanowitch, 
the man the army commander blamed for 
suborning Mr Mangope’s administration, is 
wanted for questioning on financial matters 
in both Sierra Leone and the United States, 
but is unavailable until he finishes standing 
trial in Israel as a Russian spy. 

Venda, small and poor, has been stable 


enough under its president-for-life and para- 


Quebec feels that itch, again 


a fitting opponent for Mr Bourassa in 
Quebec’s next election. The 1980 ref- 
erendum campaign was mainly a contest 
between two orators who spoke to the 
heart—Leévesque and Mr Jean Chrétien, 
the passionate federalist who, although 





Parizeau’s businesslike independence 


then a Liberal minister in Ottawa, had his 
roots deep in Quebec. In contrast, a 
Bourassa-Parizeau contest would be a ce- 
rebral affair. Mr Bourassa is a tax expert 
whose political slogan has been “profit- 
able federalism”; Mr Parizeau a professor 
of economics who preaches indepen- 
dence in a three-piece suit. 
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Ge mue and took control of ei cap- 
ital, Mmabatho. Next morning the South 


mount chief, Me Patrick Mphephu. The 
governments of both Transkei and Ciskei 
are constantly accused of financial 
misdoings and—although they are inhab- 
ited by branches of the same Xhosa peo- 
ple—are bitter enemies. Transkei, blamed 
early in 1987 for trying to organise a coup 
against Ciskei’s government, then under- 
went two successive coups of its own. 

The theory of apartheid was that white 
South Africa could ensure its own survival 
by sending its blacks to live in this pseudo- 
independence. The South African govern- 
ment now forswears the goal of separate 
development, and proclaims that apartheid 
is dead. But it still maintains that it wants to 
promote “national independence” for six 
more black homelands. Those homelands— 
most vocally KwaZulu—refuse to co-oper- 
ate. BophuthaTswana’s swift but swiftly un- 
done coup may help to end a damaging fan- 
coy oe white South Africa inflicted upor 
itself. 
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Mr Parizeau has been quick to employ 
new arguments during his revivalist tour 
of Quebec. He contends that the free- 
trade treaty signed in January by Presi- 
dent Reagan and Canada’s prime minis- 
ter, Mr Brian Mulroney, could spare an 
independent Quebec the trouble of nego- 
tiating an economic association with 
Canada as it leaves. Quebec, he believes, 
could more than compensate for any 
losses in Canada by expanding into the 
American market. Thus, he says, the in- 
dependence issue boils down to sover- 
eignty; and last year’s Meech Lake accord, 
in which Mr Mulroney conceded greater 
powers to Canada’s provinces, is a useful 
stepping-stone on that path. 

Yet Mr Parizeau will have much 
organising as well as debating to do be- 
fore the election, which need not be held 
until late in 1989. The membership of the 
PQ has shrunk almost to vanishing point. 
Mr Parizeau lacks crowd appeal, while Mr 
Bourassa is at the height of his popularity 
after securing the Meech Lake deal. 

Like Mr Parizeau, Mr Bourassa is 
happy with the free-trade treaty. He has 
showered compliments about it on the 
Conservative Mr Mulroney, to the cha- 
grin of the federal Liberals, who oppose 
the treaty. In the approaching federal 
election, Mr Bourassa might rather see | 
the French-speaking Mr Mulroney re- | 
elected than the federal Liberal leader, | 
Mr John Turner, who is regarded as an 
outsider by Quebeckers. Then, if Mr 
Bourassa had to face Mr Parizeau in a 
Quebec election fought on indepen- 
dence, he would have in Mr Mulroney— 
“the boy from Baie’’—a useful ally in 
charge in Ottawa. 







They've designed the future, 
and it might just work 





1776...1917... 1992 . lt takes an awful lot of faith in European team- 
work to start carving 1992 into history as the date when Western 
Europe made its grand move—something ‘comparable to those long-ago 
leaps by Americans and Russians. Whatever hz 

bled EEC summit on February 

rope’s Twelve into a truly free market is 
ture of enthusiasm and anxiety y 
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A free market of 323m West Eu open “internal market”. 
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the team, bas a more workmanlike ap- 
proach. It also has qualms, as does Spain. 
Belgium, always the European optimist, is 
nonetheless rattled be he international 


1992, having recently gone through 
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De Benedetti makes a splash ... 


enforces an abundance of competition- 
blocking industrial standards. The govern- 
ment office that oversees German long-dis- 
tance transport rules has a staff of 900, while 
the federal cartel office, which is supposed to 
defend the spirit of competition throughout 
the German economy, has only 250. 

Industry in France, with its history of 
diving behind trade barriers and colluding 
with government planners, perhaps ought to 
have qualms about 1992, but hasn’t. More 
than 70% of French companies, opinion 
polls show, regard 1992 as a golden opportu- 
nity. They have gone into serious training to 
seize it, spurred on by a government that de- 
spises old French habits of dirigisme. Indeed, 
France seems to muster a 70% majority for 
practically anything European these days— 
even for a European army. 

Italy's big business, by contrast, has 
moved out ahead of its government. Mr 
Carlo De Benedetti, the Olivetti chief, ob- 
serves that Italy no longer exports masons 
and waiters to northern Europe, but cap- 
tains of industry eager to create Europe-wide 
business empires. His attempt to prove this 
by battling for control of Belgium's Société 
Générale reflects a trend: of 68 major Euro- 
pean takeovers and mergers completed in 
the past two years, 28 involved Italian com- 
panies, the Italian government says. 

For Spain's inward-looking industry, 
1992 is a whip the Socialist government con- 
stantly waves. Spanish business has little ex- 
perience of selling abroad, operates in too- 
small units, and invests little in research. 
The government is encouraging link-ups 
with big foreign partners. It is also pressing 
Spanish banks to merge in readiness for the 
open market in financial services. The banks 
have a long way to go. The “giant” born of 
the merger between Banco de Bilbao and 
Banco de Vizcaya will be the biggest in 
Spain, but only the 37th in Europe. 

By contrast, Britain stands to gain enor- 
mously from a free market in finance and in- 
surance. Even British industry looks better 
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prepared than it was in the 1970s to exploit 
a single market. Yet the British remain in- 
curably suspicious of European ideas. The 
idea of aligning taxes with those dubious 
continentals, or joining them in their Euro- 
pean Monetary System, is hard for Mrs 
Thatcher to accept. So 1992 goes 
untrumpeted in Britain. The irony is that a 
Briton has been its chief architect. Lord 
Cockfield is the EEC commissioner responsi- 
ble for turning Europe into a single market, 
according to a grand design he drew up in 
1985. In much of the British government, he 
is looked at askance, a man gone overboard 
on enthusiasum for Europe. 


Not the United States of Europe 


The free, or free-ish, EEC market that 
emerges will not look the same to all people 
in the Community, despite the theory that it 
should. Different instincts are bound to con- 
front each other within it. Will it be an eco- 
nomic “Fortress Europe”, as many Ameri- 
cans fear? France, Italy and Spain, countries 
with old protectionist habits, probably ex- 
pect it to turn out that way. But West Ger- 


many, Britain and other northern countries, 
with their free-trading history, certainly ex- 
pect the single European market to be open 
to the world. 

Here is a potential north-south divide. 
Southerners, not including France this time, 
also worry that northern industry will be the 
big gainer from 1992. So they want lots of 
cash from the Community budget (“‘finan- 
cial solidarity”, they call it) to balance that 
out. The north frets over the cost of buying 
off the south’s nervousness about unre- 
stricted competition within the EEC. 

It might seem natural to assume that Eu- 
rope’s grand economic coming-together will 
lead to a United States of Europe of a 
broader sort. West Germany's foreign minis- 
ter, Mr Hans-Dietrich Genscher, certainly 
sees it as a step towards political union. So 
do some Benelux leaders and, in France s 
present state of Europhilia, much of the 
French public. Most Europeans do not. Th 
sense of national separateness remains fot 
midably powerful. The majority of Europe- 
ans see 1992 mainly as a good way to make 
themselves richer. 





The back door is still open 


How should outsiders react to the plans for a single European market—with 
lee, because there will be great opportunities for all comers, or with alarm, 
or fear the result will be a protectionist "Fortress Europe!" 






Many non-EEC companies are 
, taking no chances. The smart 

ones are making sure they are al- 

ready inside before any new ram- 
Ni parts go up around the edges. 
` A frontier-free EEC should in 
theory enable outsiders as well as Europeans 
to compete for a bigger market at lower cost. 
Canada’s Northern Telecom, for example, 
reckons it spent $15m-20m adapting its digi- 
tal switching technology to each European 
country’s national quirks, in addition to the 
$100m it spent adapting to supposedly 
trans-European standards. But outsiders 
rightly wonder how open Europe s frontier- 
free market will be. 

The European Commission itself, when 
it drafted its blueprint for 1992, said that 
EEC firms, not outsiders, should be the main 
beneficiaries. It wants to encourage co-oper- 
ation among firms from different member- 
states, so that Europe builds the muscle to 
match Japan and America on the world mar- 
ket, Europeans will get preference in public- 
sector contracts; they will get ecus from 
Brussels for investments and research; they 
have a say in the preparation of new Com- 
munity-wide industrial standards. Import re- 
strictions, even when outlawed at national 
level, may be imposed at the EEC’s borders. 

Some American companies are not wait- 
ing for 1992. The computer giant IBM now 


has subsidiaries in all Community countries. 
In its advertising, IBM stresses the 
“Germanness” or “Britishness” and so on 
of each local company and its entitlement to 
equal treatment with its local competitors. 
This approach has so far been more success- 
ful than that of AT&T. It has based its Euro- 
pean strategy on forming alliances with local 
partners (Philips of Holland) or taking a 
stake in a local company (Olivetti of Italy, 










. «+ Japan makes a killing 
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Japanese businessmen already thought 
of Europe as one market—the alternative to 
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Building the brave new Eu- 
rope requires hard slog, not 
just heady slogans. Delays are 
already visible. The Euro- 
pean Commission’s frontier- 
free programme requires the 
passing of no fewer than 300 separate 
pieces of legislation between 1985 and 
1992, The commission has supplied 
more than two-thirds of the necessary 
drafts, but by the end of 1987 ministers. 
had adopted only 70 of these, instead of 


| 
: 
the scheduled 160. 





Progress is easiest on relatively minor 
matters. The Community's. members 
have managed to agree on common rules 
for price labels in shops, and for pesti- 
cide residue levels in cereals and food- 
stuffs. A few of the bigger decisions. have 
also gone through: agreements reached 
in December mean that Europeans. can 
look forward to a bit more competition 
in insurance and air transport. West Ger- 
many hopes that, before its six-month 
stint as the EEC’s president ends in June, 
it will have won approval for a Commu- 
nity-wide system of merger control and 
for rules reducing the scope for national 
favouritism in government contracts. 

The toughest decisions are still to 
come, however. In a genuine common 
market, goods and people should be able 
to move from France to Germany as eas- 
ily as they can from Florida to Georgia. 

But the idea of abolishing frontier con- 
trols meets opposition from countries 
which feel that border checks are needed 
to counter terrorism and drug-traffick-. 
ing; France, Britain and Holland worry 
most. Nor will a common market happen 
without a drastic narrowing of the dis- 
parities between the rates of value-added 





tax applied in different EEC countries. 











“of EEC rules 
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so is the golf). Spain, which joined the Com- 
munity in 1986, has also been popular. Even 
countries like France which were once hos- 
tile to the entry of Japanese companies are 


now touting for their investments. 


The outsiders’ governments are edgy. A 
lot is at stake. In 1986, American exports to 
the Community were worth over $53 bil- 
lion, double the value of American goods 


sold to Japan. The Community is even more 


important for the six members of Western 
Europe’s smaller trade club, the European 
Free Trade Association: well over half of 
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dream come true 


Britain in particular bristles at the idea of 


- letting Brussels dictate tax policy, and it 


is not alone in being reluctant to give up 


another chunk of sovereignty. 


All this makes cynics curl their lips at 


lofty talk of Utopia-within-five-years. 
“The odds against the completion of the 


internal market by the end of 1992 are 
formidable,” concludes Mr Alan Butt 


Philip of the University of Bath’s Centre ` 


for European Industrial Studies in a new 
report", His arguments make that sound 
like a serious understatement, 

The report looks at the Community’s 
track-record in implementing (or rather 
not implementing) EEC legislation. Start 
with the average time it takes for a pro- 


-posal to become law: three years. Thorny 


issues take much longer. A year ago 38 


__ EEC proposals had been “under consider- 





laints registered with the European 


Com nission as possible infringements 
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1982 : 
Number of complaints, 1986, against: 


g italy 92 
France 163 ~- 









West Germany 

68 
Britain. 57 
Beigium 35 
Portugal 32 
Holland 20 


one Denmark 13 
ireland 33 ` 
~ Luxembourg 19 


Spain 135 —————S 


+includes Spain and Portugal 








«with the commission about possible ine 


1992, trans-border alliances between Eu, ` 


could encourage a lot of hitherto na- ` 


*Tenplementing the European Internal Market: 
Problems and Prospects”; Alan Burt Philip;. Royal 
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‘totai exports go to the EEC. 
~ The Association’s members are 
1992 seriously—even more so, it som 
seems, than some of the Community 
ernments. Each EFTA country has a 
trade agreement with the Community 
all are worried about becoming total o 
ers. They have been lobbying hard for 
single European market to include them 
offering to bring some of their own na 
legislation into line with the new EEC 
They face resistance from those who. 
that the privileges of the Community s 
be reserved for those who pay the full ; 
of membership. Finland, Sweden and S 
zerland say their neutrality prevents tl 
from joining; Norway and, eventually, ; 
tria might just ask to be let in. , 
The United States is much more pu 
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ation” for more than a decade, 

~ Even when Community legislation i 
passed, member-states are increasingl 
lax in implementing it. In 1986, the lates 
year for which figures are available, th 
commission issued more formal notice 
to governments (indicating that breache 
of Community rules were suspected 
than in.any other year in the Communi- 
Des history. In the nine years to the end. 
of 1986, 165 cases reached the European. 
Court of Justice. In 146 of these the court. 
ruled in. the commission’s favour. But by. 
the end of 1986 member-states had failed | 
to comply with the court's ruling in a. 
third of the cases. | | 

~The number of complaints lodged: 


geng 


fringements of Community rules is also 
increasing (see chart). The commission 
has already publicly grumbled about its” 
inability to process the number of com 
plaints coming in. Many of the suspected 
infringements of Community law in 
volve internal-market cases; it is already a 
rich field for law-breaking. Among the 
worst alleged transgressors are countries 
(France, Italy) that are making the loud. 
est noises about 1992. a 

Only dreamers really believe that all- 
the Community’s internal barriers wil 
fall by the end of 1992. Realists can hope 
that enough progress will be made in the 
next five years for the frontier-free idea 
to be taken seriously. In the two years 
since the Community fixed its sights on ` 


ropean companies have become more | 
and more common. The thought of 1992 


tional-minded companies to see all West- 
ern Europe as their “home” market. 
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cious. Draft legislation is being put to Con- 
gress that would close the American market 
to firms from countries which discriminated 
against imports from the United States. The 
government has also repeatedly warned the 
Community against setting industrial stan- 
dards that could serve as barriers against 
American-based suppliers. 

The non-EEc firms that need fear 1992 
least are those, like 18M, with a strong manu- 
facturing and research base in the Commu- 
nity as well as a big local payroll. They are 
already treated as European companies, 
even to the extent of having access to grants 
and loans from the Community and taking 
part in its R&D programmes. Some Japanese 
firms with factories in the EEC may be 
treated the same way. But the Europeans will 
watch closely to see how much local input, as 
_ opposed to components imported from Ja- 
pan, goes into their final products. 

Alert outsiders could do as well as EEC 
companies, if not better, in a frontier-free 
Europe. Japanese and American manufac- 
turers already have the big domestic base Eu- 
ropeans are only working towards; that gives 
them a head start, especially for high-tech 
products. They may outdo the Europeans 
themselves, still stuck with old cultural prej- 
udices, in treating Europe as a single market. 








Everyman's playground 


What 1992 should mean for John Europe, his wife and children 


They should be able to go to col- 
lege, or work, or retire in which- 
AA ever European country they 

1 choose; travel around without 
having to show passports every- 
where; or save their money in 
one of those strong currencies. An EEC with- 
out frontiers should mean all those things, 
and more, for its 323m citizens. 

More competition at all levels of the sin- 
gle market should bring a greater choice of 
attractively priced goods and services. Guar- 
antees for maintenance and repair would be 
valid throughout the Community. A watch, 
vacuum cleaner or car would be repaired un- 
der a common EEC warranty system in one 
member-country even if it were bought in 
another. 

The professions should benefit—pro- 
vided, where necessary, their members can 
brush up the language skills essential for 
practising in another country. Agreement is 
possible this year on a system granting recog- 
nition across the Community to each mem- 
ber-state’s educational and professional 





Vrrrm for competition 


Delight for Europe’s motor- 
ists, hazards for Europe s mass 
car producers and a green 
light for Japan’s: the car indus- 
try is a fine example of how a 
unified EEC market will both 
thrill and threaten. 

French and Italian carmakers are wor- 
ried about what happens when they lose 
the defences their governments have built 
to protect them from Japanese imports. 
For Italy’s Fiat and France’s PSA group, 
the answer seems to be to come out fight- 
ing, making up any losses at home with 
gains in other European markets. Their 
ambitious plans mean that West Germa- 
ny’s Volkswagen, which sold more cars 
than anyone else last year in the EEC, faces 
a tough battle on all fronts. 

The French and the Italians have good 
reason to fret about a pile-up of Japanese 
cars in the 1990s. Last year, import con- 
trols kept sales of Japanese cars to only 
0.7% of Italy’s market, and 2.9% of 
France’s, compared with a 14.8% slice in 
freer-trading West Germany. National im- 
port controls will become meaningless as 
barriers between EEC countries disappear. 
Any controls will then have to be imposed 
on a Community-wide basis. Anticipating 
trouble in 1992, the European Commis- 


sion is already forcing a modest opening 
to Japanese imports in Italy and Spain. 
Extra imports from Japan are not the 
only worry for Europe’s carmakers. From 
1992, Nissan expects to be making 
200,000 cars at its new British plant at 
Tyne-on-Wear. Imports are likely to come 
from Honda’s American factories in the 
early 1990s; these cars will be counted as 
American. Honda also has a joint venture 
with Britain’s Rover Group (as well as 
having motorcycle plants in three EEC 
countries). Toyota is scouting around Eu- 


New car registrations by area of manufacturer 
Eil Gomesge: FZJEEC ES Japan Other 


(0-00) Total 1986, m 


Spain 





*includes any car produced with 60% or more local content 
Source: DAI Europe 
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50 


qualifications. At present this exists only for 
a handful of professionals: doctors, dentists, 
pharmacists, midwives and architects. An 
accountant wishing to practise in every 
member-state today would probably have to 
spend 50 years—longer than a working 


Bas- 





Pushing badk the frontiers of learning 


rope for a joint-venture partner to help it 
start local production and make the most 
of the post-1992 market. 

Fiat is showing its determination to 
make up for any future losses to the Japa- 
nese within Italy by “going European”: in 
January it launched its most important 
new model in years, the Tipo. This me- 
dium-sized car was developed at a cost of 
$1.7 billion in an effort to succeed Volks- 
wagen’s Golf as Europe’s biggest-seller. 
More than ever, Fiat’s new car was devel- 
oped with non-ltalian consumers and con- 
ditions in mind. 

Along with the Japanese, Europe e 
consumers will benefit from a freer car 
market. At present, European carmakers 
can set different prices in different mar- 
kets: new cars are most expensive in Den- 
mark and Britain, where the price for the 
same model can be nearly 25% higher 
than in Belgium. The first step towards 
levelling prices across the Community will 
be to bring widely varying rates of value- 
added tax into line. Several countries 
have started to push in that direction; in 
France and West Germany this has meant 
falls in the VAT charged on new cars, 
boosting sales in both countries. 

For Europe's car-buyers, removing the 
EEC’s internal barriers should mean more 
choice, and prices pushed down in most 
countries by the force of open compe- 
tition. The sooner the better. 
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life—qualifying to do so. 

Students will be able to study at the uni- 
versity of their choice knowing that their de- 
grees and diplomas will be recognised in all 
12 countries. This would be more flexible 
than creating standardised Europe-wide 
qualifications, such as the international 
baccalaureat that already exists for school- 
leavers. Student mobility will be encouraged 
through the Erasmus programme, which fi- 
nances studies by youngsters at European 
universities outside their own country. 

No one, of course, can legislate language 
barriers away. None of the nine main 
tongues spoken in the Community will stop 
wagging after 1992. Other difficulties loom. 
The right to retire to, or grow up in, the EEC 
country of your choice is going to be the 
hardest part of “‘citizens’ Europe” to satisfy. 

Member-states are wary about receiving 
people who might become financial bur- 
dens. They want proof that would-be resi- 
lents who are too old or too young to be 
employed can support themselves. Solutions 
to this problem, involving the transfer of 
pensions and social-security benefits, were 
supposed to have been adopted two years 
ago. It remains unsolved. 

Nor will the benefits of 1992 come free 
of charge. The opening of fiscal frontiers 
could lead to some taxes being raised in 
countries where they are at present low or 
non-existent. The duty-free business will sag, 
because air and sea travel inside the Com- 
munity will no longer be considered "inter, 
national” for customs purposes. Airport or 
shipping lobbies may object, but the more 
efficient among them ought to benefit from 
the increase in traffic that more competitive 
fares should bring. 





Austria 


A liar, anyway 


NCE again; the Waldheim affair has 

thrown Austrian politics into turmoil. 
The report on President Kurt Waldheim’s 
1942-45 activities as a German army officer 
in the Balkans, commissioned by the Aus- 
trian government and published on Febru- 
ary 9th, was far from being the whitewash 
job some people had predicted. The com- 
mission of six historians—from Belgium, 
Britain, West Germany, Israel, Switzerland 
and the United States—did not find Mr 
Waldheim personally guilty of war crimes, 
but it did not give him anything like a clean 
bill of health. 

It concluded that Lieutenant Waldheim 
was far more than just a lowly military bu- 
reaucrat. As an intelligence officer, he “re- 
peatedly assisted in connection with illegal 
actions and thereby facilitated their execu- 
tion”; by summarising and passing on docu- 
ments on the torture or execution of British 
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and Greek commandos, he was “involved in 
the process of knowledge and action”. 

The commission rejected Mr Wald- 
heim’s claim that he was obliged to carry out 
orders—a defence rejected at the Nurem- 
berg war-crimes tribunal. The report cited 
the example of German officers who circum- 
vented or even defied illegal orders, without 
any serious consequences to themselves. 
And it accused the Austrian president of try- 
ing to “let his military past pass into oblivion 
and, as soon as that was no longer possible, 
epee it harmless.” In other words, he 
ied. 

Precisely because of its sceptical ap- 
proach and measured tone, the report made 
a greater impact in Austria than anybody 
had expected. Mr Waldheim went on televi- 
sion on February 8th to claim that the report 
had exonerated him, and to say that he was 
staying at his post. But Austria’s coalition 
government was thrown into confusion. 

The conservative People’s party, which 
had backed Mr Waldheim in the 1986 presi- 
dential election, wanted the government to 
reject the report on the ground that the 
commission had exceeded its brief by pass- 
ing moral judgments. The Socialists, the 
other party in the government, insisted that 
the report be accepted, and eventually got 
their partners to agree, although the Peo- 
ple’s party was left free to express its reserva- 
tions. Behind the compromise lay both par- 
ties’ fear of the consequences if the coalition 
were to break up. 

The Socialists are reluctant to relinquish 
power and thus give the People’s party a 
chance of forming a coalition with the right- 
wing Freedom party. They know that Aus- 
tria's opinion polls strongly favour the presi- 
dent; nearly three-quarters of the voters 
support him now, compared with 54% at 
the time of his election in 1986. Many Aus- 
trians have treated foreign criticism of Mr 
Waldheim as an implied attack on Austria as 
a whole. They take umbrage at remarks such 
as the one recently attributed to Mr Edgar 
Bronfman, president of the World Jewish 
Congress, that Mr Waldheim was “only the 
symbol of Austria and its participation in 
the Holocaust”. Their feelings are strength- 
ened by news that a document damaging to 
Mr Waldheim published last week in West 
Germany’s Der Spiegel was probably a fake. 

At his press conference on February 9th 
Mr Franz Vranitzky, Austria’s Socialist 
chancellor, hinted in diplomatic language 
that it would be nice if the president re- 
signed. At the moment Mr Waldheim gives 
no sign of contemplating such a move. Al- 
though a Socialist withdrawal from the gov- 
ernment might precipitate his resignation, 
many people think that a new coalition of 
the People’s and Freedom parties would 
want him to remain in office, whatever fur- 
ther damage to Austria’s standing in the 
world might ensue. 
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Italy 


Sic transit Goria 


FROM OUR ROME CORRESPONDENT 





Ron from the start, six months ago, 
the coalition led by Mr Giovanni 
Goria looked shaky even by Italian stan- 
dards. It has now collapsed. 

Mr Goria is a young Christian Demo- 
crat who got the prime ministership, after 
the Socialist Mr Bettino Craxi’s three years 
of uncommon stability, because no weight- 
ier figure could be found. He resigned on 
February 10th after suffering yet another 
parliamentary defeat over his government's 
long-overdue budget. Having disconsolately 


acknowledged in parliament on Wednesday ` 


that he no longer enjoyed a true majority, as 
repeated defeats in secret votes on the bud- 
get had proved, Mr Goria made for the exit 


door. But not before launching a bitter at- 


tack on the parliamentary members of his 
own government alliance for what he called 
their irresponsible behaviour. 

Both Mr Goria and the budget have 
fallen victim to squabbling in the Christian 


Democratic party, the largest member of — 


the Italy's five-party coalition. Mr Goria can 
complain with some justice that, by waging 
their secret struggles for factional advantage 
over the tattered budget, his party col- 
leagues have done their country ill. Italy is 
now without a government to push its half- 
approved budget through parliament. Presi- 
dent Cossiga has the tricky task of finding a 
quick replacement for Mr Goria, or of get- 
ting his fractious colleagues to hold fire on 
the outgoing government until the budget 
is approved. 

Most of the “sharpshooters” who have 


been firing at the government from the — 


shelter of Italy’s secret-voting system do 
seem to come from Mr Goria’s own party. 


The issue was not so much the prime minis- ` 


ter himself as the Christian Democratic sec- 
retary, Mr Ciriaco De Mita, who is running 
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for re-election at a party congress in April. 
Not all these Christian Democratic rebels, 
however, are fighting for the same cause. 

Some, it seems, want Mr Goria out so as 
to clear the way for the appointment of Mr 
De Mita as prime minister (although, given 
the intrinsic hazards of that office in Italy, it 
is not clear that Mr De Mita really wants the 
job). That, they hope, will leave the field 
clear for the appointment of a new party 
secretary in April. Other Christian Demo- 
cratic rebels, rumour has it, have been sabo- 
taging on behalf of Mr Giulio Andreotti, 
the foreign minister. He has already been 
prime minister five times, but would love a 
sixth go. 

If things stay stuck eyes will turn to Mr 
Craxi, the forceful Socialist party leader 
who imposed an unusual period of calm as 
prime minister until April last year. So far 
Mr Craxi has avoided proposing his own 
candidate. “Politics in Italy”, he recently 
confessed, “have become just too damned 
complicated.” 








Defence 


Deutschland 
gegen Alle 


NEW battlefront is taking shape in Eu- 

rope. lt puts the West Germans on one 
side of the line and almost all their western 
allies on the other. 

Since President Reagan and Mr 
Gorbachev agreed to abolish medium-range 
nuclear missiles in December, almost all 
West German politicians—of left, centre 
and right—have started to edge away from 
having so many short-range nuclear weap- 
ons on their soil. The other NATO countries 
almost unanimously think this is dangerous 
for the security of Western Europe. The dis- 
pute broke out into the open on February 
7th at a conference in Munich when Mr 
Frank Carlucci, the American secretary of 
defence, gave a pretty clear hint that Ameri- 
can troops might be withdrawn from Europe 
if they were deprived of such weapons. 

Germans dislike feeling lonely. They 
have now adopted the word “singularity” to 
describe their complaint that most of 
NATO's battlefield nuclear weapons (those 
with a range of less than 500 kilometres) are 
stored in their country, and that if there 
were a war most warheads of this range 
would fall on German soil. In fact, Germany 
is not nearly as singular in nuclear matters as 
many of its politicians seem to think. 

Short-range nuclear weapons—artillery, 
bombs, mines—are stored in many other 
NATO countries. Since the longer-range ones 
in the British and French nuclear forces can 
reach Russia, which the short-range ones in 
West Germany cannot, Britain and France 
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Carlucci says it’s Germany’s baby 


would be likelier targets for a Soviet first 
strike than Germany would be. The irony is 
that West Germany’s efforts to avoid what it 
wrongly sees as its nuclear singularity have 
put it in a position of real political singular- 
ity: virtually all its allies are now against it. 

Mr Helmut Kohl, the chancellor, has 
tried to cobble together a compromise. His 
suggestion is to reduce, but not abolish, 
both NATO’s and the Warsaw pact’s 
armouries of short-range missiles, while leav- 
ing their nuclear artillery and nuclear-bomb- 
carrying aircraft untouched. This would re- 
quire the Warsaw pact to make much the 
larger cuts, since it has about 1,400 such mis- 
siles to NATO’s 144 or so. Nuclear artillery 
and aircraft would anyway be horrendously 
difficult to control, since both can be used 
with non-nuclear shells and bombs too. 

Mr Kohl’s compromise is unlikely to 
work. His Social Democratic opponents at 
home want to get rid of all these short-range 
weapons, in return for some Russian gesture 
towards “conventional stability” between 
East and West. And Mr Kohl’s NATO allies 
are reluctant to start any talks about battle- 
field weapons because the Russians would 
immediately propose their wholesale aboli- 
tion, and the Social Democrats would want 
to say yes. The French defence minister said 
with especial clarity at Munich that short- 
range nuclear arms should be the last item 
on the negotiating agenda. 

Beneath this argument lies the rock-bot- 
tom question: would the United States fight 
a nuclear war if Western Europe were at- 
tacked? One view, now held mainly by the 
European left, is that the only deterrent 
which matters is the long-range American 
nuclear arsenal, and that keeping lesser 
weapons in Europe is dangerous, expensive 
and unnecessary. The other view, which 
now prevails almost everywhere except in 
West Germany, is that shorter-range weap- 
ons are needed because the Russians believe 





these things would be fired in a central Euro- 
pean war, and thus more certainly pull in the 
long-range American missiles. Conventional 
weapons alone are an insufficient deterrent, 
because Russia’s conventional forces are 
stronger than NATO’s. But so long as the 
West’s troops are backed up by short-range 
nuclear weapons, the Russians would have 
to face a real possibility of escalation to all- 
out nuclear war. 

Getting West Germany to see the point 
will be hard. When NATO’s Nuclear Plan- 
ning Group meets in April it is supposed to 
decide which specific new weapons the alli- 
ance needs to carry out the long-overdue im- 
provement of its short-range nuclear equip- 
ment. Some of the changes it is likely to 
recommend would produce Russian—and 
other—protests that the West is refilling 
through the back door the nuclear armoury 
it cut in the medium-range missile deal. In 
fact, the creation of new short-range weap- 
ons was planned back in 1983, But look for a 
lot of West Germans to oppose the plan. 





Cyprus 


Who shall talk 
Turkey? 


FROM OUR CYPRUS CORRESPONDENT 


ITH their economy ticking over 

nicely, the only big issue for Greek 
Cypriots in their presidential election is the 
“national question” —what to do about the 
present division of the island into Greek 
and Turkish areas. Of the four candidates, 
it is generally felt that the conservative lead- 
er, Mr Glafkos Clerides, would be the best 
person to strike a compromise with the 
Turks. But it is feared that he might give 
away too much: the label “‘concessionist”’ 
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F contrast, ` President ` 
‘ianou, who is seeking a third five-year 
was labelled a “rejectionist” after he 
ed the peace proposals suggested by 
nited Nations secretary-general. The 
alist leader, Mr Vassos Lyssarides, has 
ken a hard line. So, personally, has 
George Vassiliou, although he is the 
idate sponsored by AKEL, the commu- 
party, ` which has long had a 
essionist’’ approach. 
since the first round of polling on Feb- 
y 14th will certainly not give any candi- 
more than 50% of the votes, the final 
t will come a week later, in a run-off on 
uary 21st between the two leading con- 
ers. Recent polls suggest that voters are 
faithful to their traditional party loyal- 
H the familiar pattern does persist, Mr 
arides will get only about 10% of the 
. The other three candidates are jos- 
ig each other around the 30% mark. 











President Kyprianou leads the vente: 


ight Democratic party. To his right is the 
ocratic Rally under Mr Clerides (for 


y years the right-hand man of the late - 


bishop Makarios}, which emerged as 
he largest party in the 1985 parliamentary 
lection, with 34% of the votes. The main 
group on the left is the tightly disciplined 
AKEL, the communists. 
= [n the 1983 presidential election the 
‘communists backed Mr Kyprianou, who 
thus got a clear majority in the first round of 
voting; but in 1984 he broke with the com- 
munists, who denounced him for blocking a 
settlement with the Turks. This year they 
have chosen—in order not to raise a “red 
_ gcare’’—to be represented by Mr Vassiliou, 
a millionaire businessman who has never 
been in politics before. He is left-leaning, 
hough not all that much, and his creden- 
als are that his parents helped to found the 
‘ypriot communist party and remained de- 
oted, if rather dissident, members of it. 
: However, there has been much talk— 
obably well founded—that the voters will 
ot automatically 
ne. The president” s party could split, it is 
d, because it is time for a change and be- 


EE eet 


ause Mr Kyprianou has been too tolerant. 


f. corruption. Mr Clerides is criticised for 
eing too close to big business and too pro- 
yestern, and for having accepted support 
rom the thugs of the EOKA-B gang, which 
arried out the coup against Makarios that 
srecipitated the Turkish invasion in 1974. 





Ar Vassiliou’s wealth and his inexperience 


n public life are held against him. 
~The Greek Cypriots have always as- 
med that they could depend on “mother 
reece” to support their stand. Two weeks 

go all the Greek Cypriot parties were dis- 

f ayed when the Greek and Turkish prime 

ministers, Mr Andreas Papandreou and Mr 
rgut Ozal, had a cordial meeting in Swit- 
‘land at which they placed more emphasis 
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follow party lines this ` 





relations between their countries 


hae a on ach long-disputed issues as Cy- vi 


prus. Feeling let down by the UN and per- 
haps even by Greece, the Greek Cypriots 
are pinning their hopes on the EEC. All the 
presidential candidates argue that Mr 
Ozal’s anxiety to join the Community has 
given the Europeans leverage over Turkey. 
This election may in fact be decided in 


FROM OUR PARIS. CORRESPONDENT 


Cr) NE reason the campaign poster 
ALZ lives on in France in an age of tele- 





A crude form of this is pasting over your 
opponents’ flybills. Rude spray-can cor- 
rections to names or slogans is another. 
The slickest players of this game may be 

advertising agencies. Across Paris over 
the past few days a much remarked presi- 
dential election poster for the Socialists 
has been professionally subverted. ` 


the posters, is an arresting picture of a 
pair: of tartan slippers, an unkind re- 
minder of President Mitterrand’s age 


(71). Mr Mitterrand has not yet said if he 


spring election. Those who think he may 
still surprise everybody by bowing out 
cite his age as a big element i in his even- 
tual decision. 


Oy, who put those ere? up there! 









vision is the chance it offers for repartee, 


The poster, done by one of France’s » 
best-known admen, Mr Jacques Séguéla, ` 
shows a dewy-eyed baby, hand held by 
an unseen but presumably presidential. 
grown-up, looking upwards. through the 
words “Génération. Mitterrand”. Now, 
slapped above these words on some of- 


_ himself disarmingly admitted. They were 


sion of good sense. 


is running for a second term in the 









‘into the second he will almost cet, ` 
tainly win, If the run-off is between him and 
Mr Clerides, the president will be sup- 
ported by the leftists; if he faces Mr 
Vassiliou, the rightists will back him. But if 
the run-off is a Clerides-Vassiliou contest, 
the outcome is anybody’s guess. 





Pretension so easily punctured ) 


| 
i 
_ If Mr Mitterrand does retire, the So- | 
cialists’ likely replacement is Mr Michel | 
Rocard. Last autumn he too had trouble | 
with a poster campaign. Mr Rocard, who | 

1 


talks faster and longer than almost any 


French politician, believes that public 
life is complicated and refuses to simplify 
his message. This, naturally, was a prob- o 
lem for admen. For a few weeks, crisp 
italic paragraphs signed “Michel 
Rocard” began appearing on Paris bill- 
boards. The words themselves were al- 
most meaningless, as the ad director 


meant, nonetheless, to give an impres- 


Directness is not a problem for con- 
servatives. Posters for Mr Raymond 
Barre, who announced his candidacy on 
February 8th, use the single word 
Confiance (“confidence”); those for Mr 
Jacques Chirac ‘say Volonté (“deter- 
mination”), A spray-can quickly com- 
verts these to the French words for “id- 
iot” and “theft”. Wrapping the posters 
round lamp-posts can also produce, un- 
intentionally, the same result. 
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4} Business International Research Report 






enior executives stress — 
that Europe’s current 
„P merger wave will not a H, ae Sch S 
isappear in the near future, but will continuet to 7 the multiple dimensions Sol Requisition strategy in 
ain strength throughout this decade. In fact, a cogent, to-the-point manner that uses check- 
nany international firms surveyed: by BI indicate = case examples and diagrams t to illustrate the 
hat mergers and acquisitions are at the heart of _ 
heir European growth plans. This emphasis on 
acquisitions is easy to understand: few routes. Io Ee 
growth can be as fast, cost-effective and finan- ` ere 
cially rewarding. But, as most executives point ` ee 
out, acquisitions—particularly in Europe have i S a 
` Jong been double-edged swords: most studies ` 
-show that over 50% of corporate acquisitions — 
fail to meet the buyer’s original objectives. l 

























~ This research report is a response to the 
-desire of many executives to have a concise guide = ` 
_ tothe fundamental strategic options available to ee 

‘companies planning acquisitions in Europe: E 
Some of the questions covered: e 







risks in European acquisitions 


e How ow can firms integrate their acc 








e What are the main strategi 
pean acquisitions? 


To answer such questions, e report: aaa i | a Ge 
upon an extensive, two-year BI research effort = Business Internation al 
-into corporate acquisition strategies in Europe. | Geneva — 12-14 chemin Rieu, 1208 Geneva, ‘Switzerland, Tel.(022) 47 53 55 








-This research includes numerous confidential in- 
erviews with senior executives, as well as detail- 
sd investigation into the European acquisition 
practices of leading international firms. In addi- B.C.C., Tel.6-670491/8 
ion, the report draws upon material—both Tokyo — 4th Floor, Pola Aoyama Big, 2-5-17, Minami Aoyama, Minato-ku, 

published and unpublished—from Business In- Tokyo 107, Tel.(03) 404-5672 


New York — One Dag Hammarskjold Plaza, New York, N.Y. 10017, USA, 
Tel.(212) 750-6300 


Hong Kong — 1111/1119 Mount Parker House, Cityplaza,Taikoo Shing, Hong Keng, 
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make love but don’t know any girls), | , 
helped by its youth: the earliest .consulti 

were set up at the end of the ninetee 

but consultancy has really established it 

since the second world war. Nor does it gai 
being better developed in Britain and Americ. 
elsewhere. For the Anglo-Saxons have turn 7 
West's worst management performance in the pas 
30 years. Cynics say this is because too n any brai 
are advising and not enough doing. 00 0 


Consultancy may be relatively new. But the _ 


concept it embodies, the giving of advice, is as old as 
mankind. Some have suggested that the first consul- 
tant was Abel: he criticised his brother Cain for the 
marketing and product-mix of his sacrifice, and 
showed him how to do better. Even before Abel, the 
serpent in the garden of Eden was offering advice to 


between the 


advice tendered by Abel and the serpent, and man 


agement consulting. For one thing, it was ‘neither 
requested nor paid for. For another, it was not of 
fered by disinterested outsiders. Here is a clue to the 


first characteristic of the business: it takes the form 
of specific assignments, commissioned from some- 
body independent, and paid for by clients. 

Why should managers be ready to pay hand- 
somely for advice on what they themselves are ‘paid 
to do—that is, run their companies? It is a question 
many consultants—let alone their critics—find 
hard to answer. For everyone who tells of astonish- 
ing company turnarounds engineered through the 


advice of the brilliant and well informed, there is 


someone else to talk about expensive disasters 
foisted on them by the brash and ignorant. - 


In comforting management theory, a company 


should turn to consultants for three things: 


@ Advice on coping with change (management con, ` 


sceptical about ` 
management ` ` 
consultancy. Thi 
healthy attitude, ` 
says John Peet, ` 
may change as 
consulting gets ` 
more competitive ` 


sultants are often known as change agents). For ine 


| docklands. | 
@ A fresh and independent look at overall strategy, 


or at parts of the company that are doing badly. A 
notorious example was Bain’s work for Guinness. — 


@ Advice on a specific step that the company. is 
contemplating, such as buying a new computer sys- 
tem, breaking into a new market or taking over an- 
other company. For example, First Interstate Bank 
called in McKinsey to advise on its 1986 bid to take 
over Bank of America. | 

In harsher practice, a firm will often call in con- 
sultants because it does not know what to do next; 
because it is fashionable; or to get a seal of approval 


__ for an already planned course of action, The worst 


o stance, Coopers & Lybrand advised the Daily Tele, ` 
graph on its move to London’ 












‘provide a pre- 





















































upper class: every possib! e ) 
just below himself. So the 


temptuously exclude executive recruiters and head- 
hunters; all three dismiss computer-software houses 
as glorified salesmen; and nobody but themselves 


are offering advice to managers.. ee 3 

If practitioners cannot help, what about those 
who write about management consultancy? A first 
shock is to discover how few have done. There are 





From little acorns | 


Consulting today ANAGEMENT consultancy as practised to- 


reflects IS Origins 1880s a young man named Frank 






ies. In the late 


stitute of Technology to takea job 
as a bricklayer. He studied carefully 


him a better living from selling hi 
techniques. These “motion” stud- 
ies were comp 


studies, which broke work down 














savings. The first advocate of time 
studies was Frank W. Taylor, 
known:as the father of “scientific” 


the American steel industry at 


bricks: =- 


Be Two. other 


ioneers 
















_ one trade newsletter based in New Hampshire. Even 
` these contain little hard information about what is a 


surveys of manageme! 
was proposed by Mr Larry Greiner and Mr Robert 


: Metzger 


consultants. But they will not accept each other's ` 
status. Defining consultancy isa bit like defining the ` 







` Management consulting is an adviso 
<<» tracted for and provided to organisations by specially 
=ou trained and qualified persons who assist, in an objective 
and independent. manner, the client organisation to 
` identify management problems, analyse such problems, 


` Abrisker definition proffered in a recent magazine 
article is that management consultancy is a way of 

-making companies pay retail prices. 1 
skills that used to be available wholesale. More cyni- ` 
“cally still, consultants are the twentieth century's ` 


‘dainfully rule out accountants; both groups op: 


counts in poor old public-relations agencies. Yet all 


Vi day has its origins in time-and-motion stud- 
Gilbreth left the Massachusetts In- ` 


: ` a rich man whose clientele had spread from the 
the movements made be be 

workmates, and concluded: that — 
some of them were unnecessary. By ` alleged collaboration with the Nazis). Arthur Little, 
eliminating them, he invented a ¢ 
new. method of bricklaying that ` 
quickly made him the fastest ` 
worker on the site—and soon gave 


‘a chemist, founded his eponymous firm in 1881 be- 











lemented by “time” in. f 
ich a _ other things, of the plastic pencil). 
into small elements, each timed by > 
a stopwatch to show up potential rapidly. | 

: ` founded in 1914; McKinsey in 1926. The early Brit- 


_of trading under initials only. Ernest Butten set up 
management: he was shaking up 


about the time Gilbreth was laying ` | 
ro Bedaux’s British affiliate) had alrea 









: mber of articles, a single 


aybi hat num es, 
hat is young and financially struggling, and 


journal t 


secretive profession—which may explain why many 
Sun gement consultancy go no further 
than a string of dull interviews. The best definition 








service com 


recommend solutions to these problems and help, when 
requested, in the implementation of solutions. 


s for management 





witch-doctors: recommending half-baked, theoreti- 


cal, expensive and unsuccessful remedies to prob- 


lems they have mis-diagnosed in the first place. 
This survey follows the Greiner/Metzger defini- 

tion. It includes strategy advisers, accounting firms 

and human-resource specialists, but excludes head- 


«hunters and: public-relations advisers since they do 
` not deal with mainstream management problems. 


To get a clearer picture of what management consul- 
tancy is about, and where it is going, it is best to 
start with some potted history. 


Cali Bedaux and Arthur D. Little. Bedaux, a 


-French-born American, refined time-and-motion 


studies by measuring also the quality of work. By the 
1920s, companies that called him in were reporting 
. productivity increases of 40-50%—and Bedaux was 


United States to Britain, France and Germany (in 
1944, he committed suicide rather than face trial for 


ause he wanted to spread scientific ideas into busi- 
ess management. Toda h though it was once the 
iggest general-consultancy firm in the world, Ar- 


hur D. Little retains a big technological and scien- 
ific arm, centred on its laboratories at Acorn park 
‘in. Cambridge, Massachusetts (inventors, among 








Once. started, management consultancy grew 


‘rapidly. In New York, Booz Allen & Hamilton was 


-ish firms invented another consultancy habit, that 


Personnel Administration (PA), which soon became 
the biggest British-based ‘consultancy, in 1943; Pro- 
duction Engineering (P-£) and Inbucon (a successor 
dy ‘started 






business. On the European. contin 











ES T 1950s oe 1960s several mak E 


firms were started. This was the time when sole 
practitioners, still a significant force in consulting, 
started to establish themselves. Academics, particu- 
larly from the proliferating business schools, set up 
as consultants on the side. But the biggest postwar 
conceptual leap in management consulting was ini- 
tiated by Mr Bruce Henderson, who founded the 
Boston Consulting Group (Bco), a firm that fo- 
cused solely on strategic advice, in 1963. BCG was 
followed over the next 20 years by a plethora of 
strategy consultancies, many of them gem by its 
own ex-partners. 

The 1960s also saw the emergence o of Te game’s 
most recent arrivals: the big accountancy firms. The 
growth of audit work had slowed, and they were 
looking for something else to branch into: More- 
over, as they had developed value-for-money audit- 
ing, they had found themselves close to offering 
management-consultancy services without realising 
it: why not offer (and charge for) them explicitly? 
The move has been so successful that many ac- 
counting firms will soon find their earnings from 
consulting overtaking their audit i income. — 


Looking for niches 


It is hard to group the hundreds of consultancy 
firms now practising into market niches, since no 
two offer identical services. And there isa growing 
tendency for firms to cross boundaries and invade 
each other’s patches. A broad generalist consultant 
might break his own business into five distinct seg- 
ments, in descending order of status: 

@ Ar the top are pure strategy advisers. These are 
usually small, high-earning firms that depend 
heavily on bright Masters of Business Administra- 
tion (MBAs) for their staff. They are almost always 
called in by chief executives. Examples: BCG, Strate- 
gic Planning Associates, the LEK partnership. 

@ Next come traditional management consultants. 
They too offer strategic advice at the top level, but 
add to that more specialist abilities such as. knowl- 
edge of retailing or finance. They are high earners, 
filled with MBAs, but bigger and more. diversified 
than the pure strategy-houses. Some are usually 
hired by chief executives. Others may report on 
some assignments to finance or other main-board 
GE Examples: McKinsey, B z Allen 4 Arthur 

Sa Sc 

@ The accountancy firms have dhe eee 
practices: one estimate is that they now carry out a 
third of all consultancy assignments. Because their 
management-consulting arms grew out of auditing, 
they are especially strong in information-technology 
work, though some are moving into strategy advice 
too. They earn less than traditionalists and strategy 
specialists, partly because they employ more lower- 
grade staff. They are usually hired by finance direc- 
tors or data-processing departments, though they 
may report to chief executives. Examples: Arthur 
Andersen, Peat Marwick, Price Waterhouse. 

e A number of firms specialise in human re- 
sources—consultancy-speak for personnel. An old 
saw is that all managers have problems, and that all 
| eid are, at bottom, people problems. Some 


nes Gët? into cli 
ents’ overall strategic planning, so 

may advise chief executives or f- 
nance directors as well. Examples: 


= Towers Perrin, Mercer-Meidinger, 


Hay. 


@ At the bottom end is a host of 


small specialists offering advice on 


specific bits of the market or in spe- 
cific skills. Some, like the com- 


puter-software houses or executive 


recruiters that masquerade under 
the label of “management consul- 
tants”, slip beyond this surveys- 


definition of the business. The ` 


bona fide: specialists that remain - 
are usually hired by their specialist 
counterparts within the client 
organisation. Examples in informa- 
tion technology and data process 
ing: Electronic Data Services, 
Logica and Nolan Norton. 

There are few links between 
these modern practitionersandthe ` ` 
old clock-watching pioneers. But th: ee characteris 
tics that quickly attached to Taylor, Bedaux a 
other early. practitioners have ech 
most lasting is that they were extremely unpopular 
with employees, middle : managers ¿and trade 
unions—all of whom treated outside efficiency ex- 
perts and consultants with overt hostility. The rea- 
son was their well justified fear thar the calling in of 
consultants.to improve productivity would almost 
always lead to sacking of staff. 

A second characteristic stemmed Pon this un- 

popularity: secrecy. Not only was it important not 

to let trade unions know that consultants were be- 
ing brought in; it also became vital to keep this news 
from competitors (and sometimes from sharehold- 
ers or even fellow directors). The habit of secrecy 
grew with the perception that consultants were 


called in only if a company had serious problems. 


_ The third feature of the early firms that has en- 
dured was that their services were as strongly in de- 


ot in bad times as good. Indeed, the need to get 
ahead of competitors was greater when an economy 
turned down than when it was booming. The idea 
that management consulting, like the law, is reces- 
sion-proof has a long history. This survey suggests 
that it has now become more eegene than 
it was. 















































T IS an article of faith among Se e? that 
A they are in a rapidly growing business. The world, 
-gets more complicated and the pace of change accel- 


|} erates: financial deregulation and the merger boom, . 


for instance, have both created extra. demand. for 
the best advice, whatever the. cost. Information 
technology (IT)}—which, says one. leading consul-. 
tant, Mr John Diebold, will "change the world more 





| permanently and more profoundly than any rech, | 
nology so far seen in history” —has also sharply in- 







creased managers’ desire for advice that will hel 
` them make the most of (or. even just make sense 
those damned computers. e 


Meanwhile companies. and. govertinents have | 
been “downsizing”: reducing their central staffs toa 
KR cows to finance question marks: 


minimum and contracting out fringe activi 
Ironically, it was a famous book published in 1982 


by two management consultants ( In. Search of Ex 





cellence” by Mr Tom Peters and Mr Robert Water- i 


man) which advocated the “simple form-leanstaff” 


corporate structure that has led to more d demand for | 
: © place worked. Then the merits of slimming down 
-central corporate staffs and buying in advisory ser- 





consulting services than ever, 


Rapid change, rr and EE uhoa E 


with burgeoning company. profits to create perfect 


conditions for consultancy-fee income to shoot up - 
in the 1980s—making the business extremely prof- - 
itable for established firms, and relatively comfort- | 


able even for newcomers. But it would be a mistake 
to expect such rapid growth to last for ever. As re- 
cently as. 1970-71, the business slumpe and many. 
consultancy: firms created. in the 1960s merged | 
went under, - 










Even if the world’s iiet & economic č and T 
rency turbulence turns into a recession, companies — 
Consultants insist Char 





will. go on: needing advice, 
ded. any times their cost—a- 
main reason for consultancy’ š apparent price inelas-. 
ticity. So some practitioners feel hey could weather 
a downturn without discomfort. ` 





They are wrong. Many company ciel : 
who use consultants avidly today say that the first guesses 
S ploy). ey SE to. trade a. the 


thing they will cut, if and when their profits come 
under pressure, is consultancy assignments. - For 
those that survive, price will start to be more impor- 
tant. The success of consultancy i in becoming more 
widely accepted has made it certain that its fortunes 

are now as tied t tot 





` Boston Consulting: 
~ two simple concepts: the experience curve and the 
portfolio matrix. The first is just a revamp of the 
idea of economies of scale: the marginal cost of extra 
“output is less than the average cost, so any firm that 
“can increase its market share wil 
rivals. The portfolio matrix is more sophisticated, It 
_ divides a company’s activities into cash cows (low 
. growth, high market share), dogs (low growth, low 
). market share), stars (high growth, low market: share) 
and question marks (risks that may turn into high 
growth, high market share). TI 


| et deg offer Green EEN JEN But 


conomic cycle : as business 2 some gd the bare firms Gincluding Booz 





Consultancy also be its own. ae Take the 
rise and fall of corporate strategy. In the 1960s the 
Group expanded onthe back of 











i 


steal. ahead. of its 


is helps to decide on 
the best strategy—selling dogs and. keeping cash 





These ideas were seized on by faddish. corporate 


lina | in the 1960s and early 1970s—to the great 
benefit of BCG and its lookalike competitors. But the 
new conceptual tools did not always work. Compa- 
` nies with big market shares found they had smaller 
-rivals that were more profitable. Deciding into 
-which category to put company divisions proved 
hard: some companies sold and kept the wrong 

` things. It was noted that Japanese companies 
-thrived without the benefit of the new. strategic 


tools. So the simple BCG approach—and corporate 


- strategy itself—fell out of favour, and consultants 
bad to come up with new ideas. Now. corporate 


strategy may be reviving once more. = 
The internal/external debate also goes through 
a eye, Companies and government departments 


once built up in-house capacity for strategic plan- 


ning, IT and personnel management: these were 


continuous functions that could be properly carried 


out only by seasoned people who knew how the 


vices became clearer: you did not need them all the 


. time; independence and objectivity were important; 
and outsiderg could bring fresh ideas. Now some 
“companies (though not yet. governments) are start- 
-cing to ask why they should hire expensive consul- 
‘tants who are unfamiliar with both their markets 
and their internal structure: why not groom insiders 
rr tod do the job instead? 












V ei the biggest of them all? 

big difficulty for those trying to assess how fast 
anagement consultancy is growing and where fu- 
e growth will be strongest is lack of data. Most 


- consulting firms are private: partnerships. Many of 
them are as secretive about themselves as they are 
_ jealous of their clients’ confidentiality. Fes 
their. revenues (though one can make educated 





publish 


esses by seeing how many professionals they em | 
















belong, so lg figures ar 
The most widely accepted source c 
the trade newsletter Consultants N 


60,000 management consu ta ; 
around S billion: å year i in revenu 


Arthur Andersen 

McKinsey 

Towers Perrin Forster & ren 
Mercer-Meidinger | 

Booz Alien & Hamilton. 

Peat Marwick ` 

Coopers & Lybrand 

Ernst & Say 


1 
2 
3 
4 
5 
d 
7 
8 
d 


Alexander Proudfoot 

Deloitte's ` 

Johnson A Higgins 3 races | 
Human Resource Management ` H. 
ea. S meg 


tA Accounting firm. Ge Gaara poon 
Source: Consultants News, the fens, Economist 


YOWEVER Siar , ma 

. sultants can never forget. d i 
any Unlike doctors, lawyers or 
nobody ever has to usea consultant 


- glamorous, striped-shirted young MBAs that they 
would immediately commission lots of juicy strategy 
assignments. In the popular mind that 1960s image 


still endures: the well-groomed 25-year-old, smartly 


equipped with a Hewlett-Packard’ calculator, a 


spreadsheet and a slide show, who whizzes around 


aulfeur-driven car 


or r pull out SE particu k 
consultancy, it fe no longer that 
Consultants have been sob 
clients. that the world 


crash—been growing at 


determinany of which firm 
growing the fastest. The table draws on estimates 


| Foti he different activities o ‘ 


the: | 1960 Os 
worthy but dull industrialists could be so fazed by 


i Armenen daia of the E it seems rea- 
sonable to guess that the world may have 100,000. 


management Seen and that global turnover 
is over $10 billion a year. Recent figures: tom Con- 
sultants News suggest that the business has—pre- 
20-25% a year, ranging 
from 15% a year for strategy consulting to as much 


as 50% a year for some IT work. 


- That variation in growth: rates is an important 
ave recently been 


n Consultants News, the firms themselves and 
guesswork by The Economist to show the 20 biggest 
s Im ege pated i on 1986 £ igures. It also 


s- previously. 


varsity ae management NEE is clear 
of its top firms: general, 
human-resources: spec ccountants and. some 
ee Age | Ge 

@ The accountants are slow ch g out longer-es 


tablished rivals. Five of the i 


ofeeir income of rhe biggest firm is high 
dards of some service industries. A cquisitions and 
mergers among consultants are partly responsible. 
Management consulting is becoming a highly con- 
centrated industry—perhaps because its practi- 
tioners are ORE their EECH advice. 


ing to their own eise People care from their 
own.and others’ experience: those thinking of hir- 


ing consultants are no exception. This explains con- 


sultancy’ s cycles. It also means that customers are 
growing more sophisticated, more  discerning—and 


more demanding. 


Client pressure is EN most: of the changes 


taking: place in consultancy. For instance, a well 


worn allegation about management consultants in 


the 1970s was that they adopted a “cookie-cutter” 
approach: they redefined the brief to match their 
preconceptions, and they prescribed solutions 
based on whatever ‘prefabricated model had been 


the flavour-of-the-month when they were at busi- 


ness school. Nowadays, clients are more assertive 


about what they think consultants should be study- 
ing. And they also know about: most consultants’ 
| package solutions—indeed, a ‘growing num er are 


Sophisticated 


clients demand 
more from their 













were in WE business. 
Client power is also producing answers to two 

of the oldest dichotomies in consulting: between the 

specialist and the generalist, and between the diag- 
















consultant, thank God, is gone for good.” Fee ct 
ents today would put up with a report contait 









study of business. The 1960s g 
ers are finding they have to Ce 10 














want general-management advice. But they now 
pect it to be backed up by specialist knowledge. } 




















their specialist skills are now expected to see th 


























merits of generalist and specialist. 



























elsewhere. 


industries are following finance down the global 
road. To offer useful advice to clients: now means 






L ted around when they ` e 


e Professional—or Da? : 
Finding and keeping clients. 


nostician and the implementer, Many believe that, ` 
to quote a senior consultant, “the day of the general - 


vapid generalisations based on a largely Jee e 





vidual industries, demonstrating that it is not neces- 
sarily a bad thing to know what you are talking ` 
about. BCG and McKinsey, for instance, have ac- 
quired substantial finance expertise. Booz Allen has ` 
developed a close knowledge of federal government. 
This does not mean that there is room only for = 
specialists in future. Chief executives, by the nature 
of their position as general. managers, will always age 
~~ back on the dictum that the best marketing tool is a 
_ satisfied client. Big-name consultants would rely on 
-their reputations and on word-of-mouth recom. 
mendations to attract new business. They quickly 
discovered something else too: the vital importance 
_ of “repeat” business. Consultants will often claim 
~ that three-quarters of their work comes from previ- 
~ ous clients. This assertion should be treated cau- 
_. tiously: any consultancy firm that has been in busi- 






is the process only one way. Consultants. hired op ` 


wood as well as the trees. The Ge on the strat- | 


egy house may be to acquire. a EE ETE on the: | 
specialist, it is to learn something about. general 8 
strategy. In the end, everyone should meet on (and. 
fight over) the same patch—one that combines the. $ 
“ably established firms that do not have to trouble 

The implementation debate is changing too. At. 

one time consultants were accused of being like 
seagulls that fly around for a few weeks, drop a fat — 
report on their clients from a great height and disap- 
pear, It was criticism of this kind that inspired the 
establishment of Bain & Company, a consulting ` s 
firm that has gone further than any other towards 
long-term client relations. But all consultants now 
talk about (and some even practise) implementation. € 
and long-term relations more than they-once did. 
Those that do not quickly find. their clients going | 
do not soil their hands with marketing: instead they- 
Consulting firms are die having to respond. to. 
an important side-effect of the IT (and. jet aircraft) 
revolution: multinationalism.. Big companies are in- 
creasingly active in more than one country. Whole 


--couragin 
o anising conferences, holding discreet and exclu- 


working in Tokyo,.Caracas and Kuala Lumpur— S 
“fot t just: New York and. London. So practising son- : 









s the second biggest 
problem for a management-consultancy firm (the 
biggest is getting good enough staff). It is no use 
graduating with distinction. from Harvard Business 
chool, boning up on all the latest corporate-strat- 
: ools and hanging out a smart brass-plate—if 
there are no clients wanting to hire you. This ele- 
nentary truth creates some interesting conflicts. 
none side, consultants (like doctors) are keen 
‘to stress their high standards, their altruistic mo- 
tives, their mission to improve: in short, their pro- 
fessionalism, For such people, selling wares to cli- 





























` ents is a bit demeaning, even unprofessional. On 






e other hand, without an effort to sell, there may 
easily end up being no consultancy income to sus- 
tain those high-faluting professional values. 

The solution. to this dilemma used to be to fall 





ness for a long time will probably have done at least 
one assignment for most of the biggest companies. 


One study reckons that only a third of consultancy 

ae work i is genuine repeat business. But there are com- 

< panies that habitually use the same consultants 

whenever they need outside advice, just as they go 
to the same lawyers. 


There are two big advantages in getting busi- 


ness through reputation and repeat work rather 
than active marketing. It is cheap: no costly ad- 


vertising or cold-calling, few sales staff. And it is a 
wonderful way of keeping out competition. Those 
who lecture their. inferiors on the importance of 
maintaining the highest professional standards and 


~ not besmirching consultancy’s good name by sales- 


manship are almost always working for big, comfort- 


with overt marketing to generate business. 

Yet the truth is that all consultants indulge in 
marketing. Blue-chip consulting firms do it by en- 
g staff to write articles in business journals, 











iks parties for chief executive officers. Some 





~~ also find it useful to place their alumni in senior 


ma agement positions from which they, in turn, 
can commission consulting assignments. __ 

_... Newcomers quickly learned to.ignore the estab- 
-lishment’s preaching that professional consultants 


followed the establishment’s practices. Indeed, the 


~~ newcomers have gone further. They cultivate jour- 


nalists to get their name known and they may ap- 


proach chief executives directly to tell them what 


they do. Bolder firms (including the accountants) 
have advertised in. ‘newspapers _ and. on street 
hoardings. For some. time now, the trend has 

clear: consultants ar | 














































_ When the accounting firms arrived in : 
ment consulting in the late 1960s, they had an im- 
mediate advantage over existing consultants. This 

was long familiarity with audit clients, many of 

whom were happy to buy consulting services from 
the same organisation. Naturally, non-accountants 
muttered about conflicts of interest. There has been 
talk in both the United States Congress and the EEC 
of legislating to stop companies using the same firms 
for audit and consulting work. In the public sector 












dual shopping is usually forbidden. = — = 

In practice, any legislation is unlikely. Accoun- 
tants insist that the proportion of “dual” clients is 
exaggerated: some reckon that fewer than a quarter 
of their consulting clients are also audit clients. The 
figure is higher for a few firms, especially if one ex- 
cludes public-sector work. But, though surveys on 
both sides of the Atlantic have shown some dissatis- 
faction among client companies over duality, it is no 
longer much of a benefit—and can be a hardship— 
to most accountants, As competition grows and cli- 
ents become harder to please, the advantage of hav- 
ing an audit contract will fade away. = © 


Tender and tough: the public sector. ` 

A new part of the marketing game is the growth of 
competitive tendering. It is now common for poten- 
tial clients to invite three or four consulting firms to 


submit more-or-less formal tenders for. spec fic as- 
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[T MAY be true that management problems al- 
. ways turn out to be people problems. It is cer- 
tainly true that any consultancy firm’s biggest prob- 


lem is finding, keeping and training good enough ` 


staff. Consultancy is a people business: its product 


depends on the skill and application of its practi- 
tioners. Nothing destroys a firm’s reputation—and - , 
loses it clients—as quickly.as one assignment that 


has been shoddily done. And recently, when the 
market for consultancy services has been so buoy- 
ant, most firms’ ability to expand has been con. 


strained more by a shortage of good staff than by ` 


insufhcient demand. Those firms that. have ex- 
panded fastest—especially the accountants-—have 





| had problems of quality control 
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_. early or are sacked. Many of the big firms 







what qualifications they hav not least) hov 
much it would cost, Some snooty consulting firms 
used to refuse to bid—one would ask witheringly 
whether Laurence Olivier had to audition for his 
roles. Now, almost all are prepared to compete for 
assignments—and eager to tell gullible journalists 
that they win 90% of them. ` | 

The spread of tendering owes much to the pub- 
lic sector. First in America, later in Britain and on 
the continent of Europe, public-sector consultancy 
has become increasingly significant. Overall, it ac- 
counts for no more than 10-15% of consultancy in- 
come. But for some firms (such as Booz Allen) it 
now provides a third of their work—and in many 
countries (such as Britain) it is growing faster than 
private-sector business. Public-sector clients usually 
demand tenders. Those that have not, like the Bank 
of England when it called in McKinsey in 1968, may 
be subject to:press and parliamentary attack. 

-© For some consultants the tendering contest is 
the least of their difficulties. Working for a public- 
sector client calls for peculiar skills. Often, the prob- 
lem will be ill-defined; and there may be no machin- 
ery within the client organisation to implement 
solutions. Consultants keen to see results can find 
the experience of working for the public sector frus- 
trating: their reports may be only partly imple- 
mented, or, worse still, just pigeon-holed. Some 
consulting firms are scaling down their public-sector 
practices in response. = 
That may be a mistake, for some of the most 
interesting and important work in future may come 
from the public sector. In America the National 
Aeronautics and Space Agency (NASA) has called in 
a number of consultancy firms to advise it on struc- 
ture, goals and organisation. The World Bank has 
been another big client. In Britain the devolution of 
management to health authorities, schools. and 
housing associations (allied with tight manpower 
controls) has led to a huge demand for consultants. 
Some firms have found their public-sector’ experi- 
ence an effective marketing tool, for instance 
through the publishing of reports or holding of sem- 
inars. Since the public sector nowadays can account 
for a third or more of economic activity, no consul- 














tant can afford to ignore it altogether. 





When consultancy first started, its practitioners 
were sensitive to variants on the old teaching jibe— 
that those who can’t, consult, or that if consultants 
knew anything about management, they'd be suc- 
cessful managers. In looking for staff, therefore, 
they laid great stress on the merits of business ex- 
perience. Typically, people would enter consultancy 


‘in their late 30s or early 40s, having acquired some 
useful (and, for clients, reassuring) knowledge of 


Even today, a majority of consultants are experi- 
enced managers. This is true, for insta 
all the thousands of sole practitioners— 
whom stumble into consultancy when they retire 














,of nearly ` ` 
s—some of 


like Booz 


















































Training and _ 
education should 
matter as much 


high pay 


< youngi ‘age-group than before. ‘But there is also a 
large and growing. group of consultants who have 
not had business See who are, in this sense 
at least, pure professionals. _ 
Such people still need some e knowledge before 
‘lean will hire them. Specialisation i is one answer. 
For instance, expert advice on pay, pensions and 
other benefits often requires. trained actuaries: 
Towers Perrin is the biggest employer of actuaries in. 
America. Elsewhere, an accountancy. qualification 
can help: the management-consultancy arms of ac- 


counting firms employ some qualified accountants, . 


though these usually make up a minority of the staff, 
But the most common qualification for manage- 
ment consultants today is an MBA. 


It was Mr Marvin Bower of McKinsey who; ino 
the early 1950s, hit on the wheeze of supplementing 
his firm’s traditional hiring of experienced staff by ` 


recruiting MBAs. He reckoned management consult- 


ing could benefit from the emphasis on training and - = 
academic qualifications that typified the law. His ex- 
periment quickly proved successful: McKinsey be 


came a big recruiter at Harvard Business. School, 
and other big consulting firms followed suit. i 


Consulting remained a relatively small hiter of SE 
MBAs until Mr Bruce Henderson set up the Boston’ 

He found it tricky to 

attract potential consultants away from joining the SG 

gger ` management consulting will re-emerge as top dog in 

the fight for bright young MBAs. 





Consulting Group in 1963: 





established firms—until he started offering. 


salaries than anybody else. That step aisit ` 
MBAs’ career choice. By the 1970s. consultancy had 
become the favourite career for MBAs in America, ` 


and was increasingly so in other countries and at 


international business schools like INSEAD-in Fon- | 
tainebleau. The business schools became restive ` 
about the high salaries being offered, andeven more ` 


annoyed about the bonuses paid just for signing‘on. 
Their irritation turned to fury when Bain invented 
the “exploding” offer: a lump-sum bonus that di- 


minished in value for every day the would- be con ` 
sultant delayed acceptance. Bain was briefly banned S 


from the Harvard Business School campus. . ~ 
If the grumblers’ objective was to push more of 


their carefully nurtured MBAs into. business and in- — 
The sector that 





dustry, it was never going to work. 


























_ man or MBA. 
e Firms do not a to engage sO fiercely (and ex- 
: pensively}in the battle for the MBAs, since they have 
“hired. them already (a business-school student who 

switched firms would have to repay his tuition fees). 


To train or to. poach ` 


e aiming at a rather Se 
































ousted management cindultante in the 1980s was 


not industry but finance: only the big investment 
and merchant banks could beat the rewards being 
offered by consultancy. The events of 1987 suggest 
that finance’s brief dominance may fade and that 


More recently, many firms, Serial the big 


‘strategy groups and the accountants, have been re- 
‘ctuiting university graduates directly. 
then put them through business school as well, This 


They may 


has three advantages: 
@ It gives the firms a pool of (initially) cheap labour 


to help with the research and data-handling jobs 
thar still cannot be wholly entrusted to machines. 
>e lt is easier to inculcate a firm's “culture” into a 


new graduate than into an Ge business- 


Consultancy firms, like other service busi- 


` “nesses, are also recruiting more women than before. 
Women may indeed be ideally suited to the job, lis- 
„tening and advising’ a asa ken eege corpo- 
‘rate agony aunt. 


Putting consultants chrough: business school is one 
way of giving them additional training. Now that 


` the whole business has become more competitive, 
















~ tant—as has R&D into consultancy techniques. 


i SG knowledge base, which cai be drawn or 


E and clients are looking for originality and product 


differentiation, training has become more impor- 


` Better firms recognise this: they lay on courses, 
E e training sessions, for new and existing 


~ staff. The biggest of all, Arthur Andersen, even has 


its own college campus, at St Charles near Chicago. 


Several firms hold special meetings for staff from of- 


fices all round the world so that they can pool their 
experience: In this way, they acquire. their own 
































clients. | 
Still, training and R&D are relatively underdé 


veloped for the majority of firms: Once.a consultant: 


has his MBA or equivalent, he must sink or swim in 
his consulting assignments—and he is. exp 
learn largely from his own experience. OH 
for this is that both training and research z a 
sive. Only the bigger firms that generate st 
profits can afford them. And even they < 
their income being swallowed. up by pay an 
ing marketing costs. 
An easy solution might be not t 
or invest in R&D at all. Instead; Be 
parasitically: they could poach a 
sultants from each other. There has be 
of this recently. For instance, $ 
spring firms, notably Bain, pinc! 
(and sometimes clients) from th 
its turn has lost many staf, two 
up the LEK partnership. In Lonc 
counting firm, Spicer & Oppe 
nancial-consultancy business b 
Booz Allen staff. - Another account ag fi 














a rHiarkering ¢ tool with which to impress prospe ive 


other 


oe eo, pee tia that CO 


SS business, poaching has not flourished as ‘much 


as a competitive guru might have expected, partly 
because it je hard to integrate new people into a 
firm’s culture. McKinsey, for instance, has lost few 


_ staff to other consultants—it has lose more to its 


clients. The most recent arrivals i in the business, the 


- accounting firms, have tended to pinch more from 


the public sector and from industry than from each 
hough attempts at such poaching are legion. 
The relative unpopularity of poaching may re- 






: Get the fear that those who move from firm to firm 
mag eventually leave consultancy altogether. There 


‘is not much of a career structure to tempt them to 


stay. Some go into it to improve their marketability: 


putting BCG down op the Cv-can work wonders. A 
small turnover of staff is useful to maintain fresh- 
ness and quality. But too rapid a turnover can create 
its own problems. Both Arthur Andersen and Coo- 
pers & Lybrand, for instance, have been increasing 
staff numbers rapidly while coping with high turn- 
over rates, Their rivals claim that the result has 





-sometimes been loss of quality, though their many 


clients do not bear this out. 










pee ‘more Se 
creasing need for R&D and | 
and greater stress on the abili 
ally. All point to one pe mone 
firms Wéi to eech as Pr frier 








Taa deeg ] 
the least perceptive have: f 
going on. In 1982 only se 
more than $100m and. ab 
$5m. By 1986 the number: ge 
quadrupled to nearly 30; ye 
_ making over $5m had stayed much the s 
_ sultants News reckons that three-quarters o : 
consulting revenues are now | earned by the 












few other service. industries. Tt is a concentration 
that is growing. SECH 
One explanation. Ee Ca m 7 wth, in: bi 

firms has been that more centre have 
safety and reputation. now that d 
are watching them more carefully. Consul tant 
themselves recognise that the t keep growing 
to prosper. But the main reason cincreasiig con- 
centration is that management consultancy has seen 
a wave of mergers and takeovers that would leave 
any business breathless.’ For instance: 

@ Towers Perrin Forster rosby. (TPF&C) has 
taken over a big strategy | Cresap (in 1983), 
and some smalle S) 

















firms, a degree of concentration that is matched in SH 







sacred: 





uding £ Case e (in : 


1985), Tillinghast and Te si Hill (both i in 1986). , 
` @ Touche Ross has bought some small Gem like 
_ Garr (in 1983), Braxton. n 1984) and Summerour 
- (in:1986). In Britain it hasj just merged with Greene 








Bellfield Smith. 
@ Peat Marwick has grab 


y Zeg 


bed Drake ! Sheahan and 





` Ayers Whitmore (both in 1983), and more recently 
~ Nolan Norton (in 1987). | 
e West Germany's biggest bank, D Deutsche Bank, 


has acquired the country’s big e gest consulting group, 
Roland SES (in S 


















hi & Saatchi has taken over one of he 20 
sulting groups, Hay (in 1984). It has also 
cleveland Consultants (in-1987) and, even 
ecently, two American law-firms. — 








elo the specialised area of actuarial and pay advice, 


Mercer-Meidinger has: bought | no fewer than 12 


small firms since 1983. 


This feverish spate of SE has naturally led 
to rumours and gossip about other firms. Nobody is 





there. has. even been speculation about a 


























































Mergers increase. 
the demand for — 
advice—but they 
are also affecting 
consulting itself 























Bain and BCG have regularly been cited in recent 
years. In accountancy many people expect the “Big 
Eight” to become the “Big Five”. The growth of 
their consulting arms may make this concentration 
even more likely. 


Floating and sinking 

The mergers and acquisitions craze has been pri- 
marily motivated by a popular prejudice that has af- 
fected many other businesses: that only the biggest 


and most international will survive in tomorrow’ S 


cut-throat world. There has also been a growing 


appreciation of the advantage of access to more cap- 
ital—for training, or simply for buying office equip- 
ment. Two other influences have started to under- 


mine the old partnership approach. 

The first is a growing fear of lawsuits. That may 
seem absurd for something as vague as management 
consultancy. But accountants are starting to be sued 
for their mistakes. Big decisions like whether to take 
over a company or break into a new market can 


turn on the advice of management consultants. 


How long will it be before an American court 






| for a unas to sar umours about Bras that are. u 


said by their rivals ro be “on the market”—both ` consultant will need insurance and/or limited liabil- 











hase advice pro en hat happens, the 
ity. Both can be arranged with a partnership (or 
even sole-owner) structure, but they push in the di- 
rection of size anda public quotation. 

A second point is that many consultancy firms 
are still owned by their founders, some of whom 
wish to take out their equity. Well-established firms 


generally spread their ownership between the part- 
ners (or vest it in a trust) and make some arrange- 


ment for paying off those retiring. But single owners 
or even a small group of partners may still wish to 
cash in on their firms’ earning power by going pub- 
lic or selling to a third party. Even the most altruis- 
tic partners may be tempted when offered several 
million dollars apiece. 

These pressures have led to several experiments 


with different ownership. structures. Booz Allen 


floated off part of its equity in 1969, only to find 
that the shares performed badly and that outside 
capital was less important or-helpful than the firm 
had hoped. The partners bought-back the publicly 
quoted shares in 1972. Arthur D. Little found par- 
tial public ownership dangerous when a publishing 
group, Plenum, launched a takeover bid in mid- 
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1987 
firm’s employee trust, which owned most of its 
shares—but the price was an acceleration of a long- 
overdue management shake-up. | 

In Britain, P-E went to the stockmarket in 1986. 
But 1987's market crash and the firm’s merger with 
Inbucon at the start of 1988 may make the public 
quotation of shares more of a hindrance than a help 
to expansion plans. Britain’s biggest firm, PA, is toy- 
ing with breaking up its trust and going public. No 
doubt it hopes that this would be more successful 
than its earlier experiment of merging its strategy 
arm with the LEK partnership, a marriage that was 
dissolved after less than two years. | 

Outside interest in consultancy has also stimu- 
lated ownership changes—even though it has not 
always paid dividends. In 1973 Citicorp bought a 
New York consulting firm, Cresap McCormick and 
Paget. Neither party benefited (did Deutsche Bank 
know this?), and today Cresap is part of TPF&C. 
Saatchi & Saatchi claims to have had more success 
with Hay, whose consulting revenues are steadily in- 
creasing. Saatchi certainly improved the firm’s own 
internal management, for instance of its cash— 
something other consultancy firms could learn 
from. But the risk of takeovers in an area that de- 








. The takeover was fought off thanks to the 












pends heavily on staff was soon apparent when two 
successive chief executives left Hay soon after the 
takeover. 

_ Despite this mixed record, banks, law firms and 
advertising agencies are still eyeing the consultancy 
field. There has been talk of Prudential-Bache or 
Shearson Lehman moving into it. Outsiders are pre- 
pared to pay big prices and to poach some of the 
best people. Saatchi, for instance, brought in Mr 
Victor Millar, a senior partner at Arthur Andersen, 
to head its consultancy division. His declared aim is 
to make Saatchi one of the world’s three biggest 
consultancy groups by 1992. 

The search is on not just for size but also for a 
concept borrowed from retailing: the one-stop 
shop. The theory is that clients might buy consul- 
tancy services from the same group from which they 
buy advertising, legal advice, insurance or financial 
advice. A group’s strategic-consulting wing may, for 
instance, advise a client to recruit better-calibre 


managers—and offer to call in the group's execu- 


tive-recruitment branch to help. This is the think- 
ing of Saatchi and, in a smaller way, TPF&C. 
One-stop shopping has helped accountants 
break into consultancy on the back of audit clients. 
It has also worked elsewhere. For example, Arthur 














































Deloitte, has bo 
Martin Barnes. Other consultants may react to out- 
side interest in their business by going into the law, 
advertising or banking themselves. 






































growing competition for assig 
one-stop shopping. Still, only experience will s how 
whether the client “synergy” that has worked for 

















vertising agencies. The jury is. still out. 


Small may be beautiful 





























































































































groups have flourished. Braxton, SPA, the LE 
nership and Goodall, Alexander & ey Hare w 
started by two or three former employees of 
sulting firms. A similar small: strategy gro 
Outram, Cullinan & Collins, was set up in th 
ownership of Coopers & Lybrand. T ranks ti 






















In Briain angiket accounting firm, develop Sp ech 


ought a firm of building consultants, | 


They will find that there are limits to the effec- 2 
tiveness of one-stop shopping. Sophisticated clients ` 
seldom believe that the best advice in several unre- 
lated fields will be available at just one firm. And — 
mments will hinder _ 
without acquiring the economies of sc: 

i Is the conventional wisdom right? 


stance, is now owned: 
E they will enter what the conventional wisdom 







accounting firms will do the same for banks or ad- o 
Ae Bien after it has absorbed. bigger marketing costs, 


‘consultancy will remain a people business. | 
such businesses, there are drawbacks in. being too 


Everything points to a growing concentration: Se Gr E 
large: partners lose touch with one another, service 


business in a handful of big firms that are more _ 
likely than ever to be publicly quoted companies. 
Paradoxically enough, this does not mean the death ` 
of the very small. On the contrary, growing -big-firm 

dominance will open up a gap in the market. Con | 
sultancy’s rising overhead costs may help. big firms 

who can spread the burden over more chent: they ` 
also give an extra edge to those who can avoid such ` 
costs altogether. That means sole practitioners, 
small groups of partners and part-time consultants. 
A constant stream of such n newcomers should sus: - 


becomes. impersonal, it. can. be 
clients that the firm is offering something genuinely 
different from its rivals. Nevertheless, 
-wards size is probably too-strong to resist: and it is 
likely that mid-sized fir 
-target of predators. So they will have po offer some- 
_ thing out of the ordinary to survive. ` 


- big or (worst of all) too medium? | 
“call in a consultant, who is often expert at both 
mergers and acquisitions and the instant sizing up 
` of a whole industry. Some of the accounting firms 










` practitioner. It is also a market 
altruism from consulting firms (for instance, they 
` might work for charities op local firms at reduced 






training and experience, they can usually offer a 
similar product to. their x parent firms at a lower cost. 


fancy moves into ES twenty-first century, ka will 
| professionalism fare? 








hould consultancy Y IGGER firms and ae Gees allied 
have its own with a more competitive industry, will make ` 
he fessional ethics? preservation of professional standards increasingly 
ee hard The 1987 problems of Bain and Guinness - 
could be ges of thi come. As 


consul- a 


communications or broade: ng.” 
The small will ah oped © persist ai 


-where they have identified the right niche. But like 
all consultancy firms, they must grow to survive. 


They will be prey to- takeovers (Braxton, for in- 
by Touche Ross). And, as they 









ysis the most vulnerable stage: that of the mid- 
ized firm which has lost the advantages of the small 
le of the big. : 





` The answer is: probably. yes, but. ‘not “always. 


more R&D and more expensive office equipment, 
sike all 








harder to persuade 








he push to- 





ns will always be the main 


How to decide whether a firm is too small, too 
One answer ‘is to 





did just that in the 1960s: both scc and McKinsey 


helped to advise firms that have since become their 
active competitors. But consultants have generally 

j} — not been good at taking their own medicine, which 
` ` is-why many firms remain disorganised and (hor- 
a tors) badly managed. | 


In general, clients. Sie to benefit from the 


S “pressures on consulting firms that are leading to 
Lal ` competition and merger. As in the financial mar- 
“kets before deregulation, they have been fobbed off 
-for too long with expensive and substandard work. 
_ Bigger clients should therefore welcome recent 
trends. But (also as in the financial markets) small 
- “clients could lose in: a more aggressive world in 
_ which consultants spend most of their energy fight- 

tain the buoyant market ge fredh-faced MBAS t too. je 
Many small spin-offs from: big consultancy WW 


ing for big assignments, ignoring: smaller ones 


altogether. | > 


Here is a aka that cald sustain the sole 
hat may need some 

















ates)—or some government intervention. Britain’s 
Depart tment of Trade and Industry: is subsidising 
‘use of consultants by small firms Kéis other 


countries follow? 











One theory is that it will follow the law and ac- 
countancy: formalisation of entry requirements, 
establish. _of institutes, professional 













a unha of Canadiat 
ment consultant” 
only a certified management consultant who be- 


longs to a recognised institute may use them. Hau, 


ing secured such protection, the Canadian institute 


is now experimenting with professional examina- 
tions. But it will be a long, hard road, as areas 


in Britain and America shows. 

Both countries have institutes of management 
consulting. The British institute has around 2,000 
members: the American one only a few more. In 


both countries the membership je a small fraction of ` 
the numbers active in consultancy. Britain’s insti- 


tute experimented with examinations as.a condition 
of membership for a while, but abandoned them 
when it realised the futility of making people sit 
examinations for which there were no sanctions for 
failure. The two institutes now admit candidates to 
membership on the basis of lengthy interviews. 

These are harder than they sound: around : a fifth of 
applicants are turned away. 

Unless there is a sde series a EFN it 
seems unlikely in the deregulatory world of the late 
twentieth century that governments will impose 
more regulation on management consultancy. After 

all, the market-place should provide sufficient regu- 
lation for a service that nobody is obliged to use. If a 
firm wishes to keep in business and avoid damaging 
lawsuits, it needs high professional standards— 
which is why some of the best known, who do have 
high standards, feel no obligation to legis associa- 
tions and institutes. . ed 

Professional bodies will, EE | ave a signif 
cant A to play in reassuring and educating a still- 
sceptical public about the value: of : management 
consultancy. And they are useful focal point 
discussing issues like consultancy: ethics. But they 
must sort out their own structure if they are to be 
effective. America has at least“séven Renee 
bodies for management consultants: Even: 
has two. Insiders tend to justify thi plethora: a 
organisations by pointing to the different. types of 
consultant, and by stressing the distinction berween 
a professional body like the American i institute and 
a trade association like ACME. An outside. layman 
would rightly dismiss both points. hese bodies 
wish to gain wider public recognit on (and more 
members), they will find it necessary to merge: t 


er 
form a single organisation for each country that 


combines the functions of trade association: and 
professional i institute.. 


Changing mores 


Codes of ethics pose problems of hee own as s busi- 
ness practices change. Take the question of fees. 
Most ethical codes-specify that fees must be set in 
advance on a daily rate—or, occasionally, as alump 
sum. “Contingency” fees that vary in proportion to 


the value of the assignment to the client have always’ 


been frowned upon because they could create con- 
flicts of interest—for example; between short-term 
and long-term considerations. But more consultants 
and clients are beginning to look at “‘value-billing”’: 
varying the fees according to the perceived value of 
the job. Even well established and high-minded 
firms are starting to try out value-billing, which is 
likely to- bea mach bigger feature ancy i 


are now ‘statutorily prot ected; 


issue of competitors more’ pragmatically, 


a time when consultants would work for Eilchen ZE 


who came along. Then some of them started to see 


what advertising agencies had already discovered: 


working for two or mote competitors in the same 


business posed awkward problems. Bain has reacted 


in the most extreme way to this. When it has a cli- 
ent, it refuses any assigtiment from others in the cli- 
ent’s sector of business. Other consultants treat the 
Some- 
times, they will turn down. assignments on the 


grounds that they work for the prospective client’s 
rivals. Or they might consul 


e first client before 
accepting a new client in the same area. But they 
may also decide just to accept the work and try to 
maintain “Chinese walls” within the firm to pre- 
serve the necessary confidentiality. 

The ethics and practice of confidentiality may 
be changing too. Client confidentiality is a cardinal 
principle of the management-consultancy business. 
A consultant will go to extremes worthy of a secret- 


service agent to avoid betraying the. identity of his 


client: hiding airline tickets, refusing to give out 
telephone numbers, not discussing his job outside 
the office. This attitude dates to.atime when calling 


in a management consultant was seen as an admis- 


sion of failure—and so something:to hush up. 
Nowadays, calling in a consultant is often a Rake 
binger not of failure bur of grand designs. Many cli- 


ent companies are proud of SC fact CS dange use 
consultants, and will even issue press releases to say 
so. And some consultants find that citing the names 
of satisfied (and preferably well-known) clients is an 
effective marketing tool. It may: not be far-fetched to 
imagine a day when companies’ annual reports will 
list che names of the consultants they have used dur- 
ing the year as well as their auditors. 

Such a development could only be good for the 
profession. For it suffers from its mystique. Many 
people mistrust consultants. They dislike anything 
secretive, and they are often told by disgruntled cli- 
ents that consultants are expensive and unhelpful. 
More publicity for consultants’ identity and what 
they have done for a firm would help to improve 
their somewhat tarnished public image. It might 
even persuade people that hiring | a consultant is of- 
ten no more dramatic than hiring a lawyer. 
Revitalised (and single) professional bodies could 
help to O aipe! Geet Ge image. 
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eed to know how 
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dd) IS it worth using a management consultant? ` 


And, if so, what for—and where are they to be 


find? This survey ends by trying to answer these 


crucial questions about management consultancy. 


Three and a half centuries ago, Niccolo Machia- 


velli had this to say about the seeking of advice: ` 


Here is an infallible rule: a prince whois not himself wise - 
. good advice depends on ` € 
EE go ro TPF&C or Hay. In every case, 
look also at-smaller specialist firms that may be able 
to offer as good a service for less. money. 


cannot be wisely-advised .. 
the shrewdness of the prince who’seeks it, and not the 
shrewdness of the prince on good. advice. 


Following Machiavel i, the first rule for any would- 

be client must be to know what he is looking for— 
and to be shrewd in his buying. This does not mean. 
understanding exactly what the problem to be tack- 

Jed is. If a company knows that, it is well on the way — 
-to solving it without calling ina consultant. But it 
does mean defining the assignment clearly, discuss- 
ing it in detail with the chosen consultant and work- 
ing on its solution together. It also means being Cer. 
tain that the firm is dealing with change—different ` 





markets, new IT, a shaking-up of pay scales. Consul- 
tants (as agents of change) are not much use at ad- 
vising on circumstances that a firm has been han- 
dling for years already. Their value ; is in grappling 
with new ones. 


Clients must also be ready to implement. E 
ever solution emerges—which means being sure 


that all levels of management are ready to co-oper- 
ate. A consultant’s recommendations should not 
come as a surprise to a good client. But to get proper 
value out of the work, he must be prepared to start 
implementing them quickly, preferably with the 
help of the consultant himself—even if he recom- 
mends, as McKinsey once did, that q part of the solu- 


tion to a management's problem is to get rid of the | 


chief executive. 


Some managers will not use consultaits : at am 





price. Mr Robert Townsend, former. ch 
the Avis car-hire firm, says. they waste time, cost 
money, demoralise and distract a firm’s best peo- 
ple—and do not solve management _ problems. 
Many middle managers—especially in the public 





sector—suspect that consultants. are doing a job ` 


that they could, given the resources, have done 


quicker and more cheaply themselves. Hence their 
managers will one day find that a consultant can do 


often misguided hostility towards consultants. - 


The fact is that outside advice can be useful; in- 
dependence is valuable; and cross-fertilisation from d 
someone who has looked at broad areas can foster 
growth. The truth of these propositions is evident 
in consultancy’s profitable survival—and its ability eg 
uct ne to discontinue, a new arrangement of pay- 
g scales, a better use of the firm’s new computers. 


to challenge financial institutions, for instance. in 
advising during takeover battles. Nobody, after all, 
ever has to use a management consultant. But many 


shrewd managers have concluded that consultants ` 
can improve their company's ‘performance. The 
trick is to know whom to hire and—most impor- 


tant—how to make use of them. 


Where to find them ` ` 
The best way of deciding whom to hire is to put an 


assignment out to competition. bk is seldom worth 
splitting, an assignm is 








consultant will: be SEN to r Reon parts of 


it himself. A company should decide what sort of 
“advice it needs—and look at different consultants 
` who work in that field. If it is strategy, consider BCG 
or McKinsey. If it is technological, go to Arthur D. 
Little or Booz Allen. If the need is for IT advice, get 
-on to an accounting firm such as Arthur Andersen 


- Price Waterhouse. If it is for pay or personnel- 


-Ifa company is international, it is oak coh ing 


fori a consultant to match: A word of warning: the 
accounting firms may look. international, but in 
_ practice they still tend to operate as independent 
_ -cost-centres. The better ones are gradually: changing 


this. Not many consultants are yet strong in East 


- Asia, even though that is likely one day to be the 
biggest market for consultancy services-(as for so 
‘much else). And a company would be doing well if it 
- could find a consultant active in a developing coun- 


try like India. The big firms have aes KS third 


world for far too long. 


| Master and servant | 
The key to a successful t use of count is toun- 


derstand the relationship. It is one of master and 


servant. The client is the boss. He pays the bill, tells 


the consultant what: he should ‘study and decides 
whether to take his advice. Assignments that go 
wrong almost always breach these rules. 

For instance, one hears of companies that half- 
heartedly implement a consultant's recommenda- 
tions “because they cost a lot and should know what 
they are talking about”. Or one finds consultants 


who jump straight from one assignment to identify- 
_ ing and advising on some completely different prob- 
~lem. By all means listen to consultants, but never let 
them arrogate to themselves the role of the man- 
ager, the decision-taker. Do not be taken in by prac- 
sed blarney: consultants are well-trained in this 
- (and know how to dress it up in convincing slide- 
shows). Above all, remember that a consultant’s ul- 


timate loyalty is to his own firm, not to his client. 
` Despite these words of warning,» most good 


something useful for them. In the twenty-first cen- 
tury, managers may find themselves increasingly 
judged on their ability to make the best use of con- 


` gultants. That use may be more workmanlike and 


mundane than some managers today realise: a prod- 





~The mystical — strategy-advisers - who swept 
through the 1960s are coming down to earth, partly 


because their competitors (who include ‘people 


working for their clients) have forced them to. May- 


nard Keynes once said that economics would bene- 
‘fit greatly if its practitioners could acquire the work- 
mantike and trusted (yet subordinate) position of 
< dentists. Economists have evidently not SE that. 
: Management Geer might. ae 









[ran Air ... crafted with patience and care 


























Iran's priceless art 
treasures are the result of 
meticulous craftmanship and 
utmost care. They reflect hours of 
patient precision combined with 
creative energy and imagination. 

Iran Air has professional 
service staff whose constant care 
and particular attention to detail in 
the air and on the ground can be 
relied on. You can relax confident in 
the knowledge that your comfort 
and well-being are Iran Ars 
primary concern. 

This concern for our 5 
million passengers is also reflected 
in iran Ar e comprehensive route 
planning and balanced flight 
schedules. And with a network 
covering 44 destinations, our fleet 
of aircraft is maintained to top 
international standards. 








For reservations and further information call your travel agent or fran Air, Abu Dhabi: 331533 cargo. 757193 Ajman: 427787 Bahrain: 253315 cargo: 321431 The Airline of the 
Damascus: 217911 cargo 330405/6/7 Doha: 415318 cargo 421455 Dubai: 222698 cargo 245726 Jeddah: 6534835 cargo 6853441 Sharjah: 350000 TSLAMIC REPUBLIC OF IRAN 





Our new heart is beating fast — 64 kbits/sec. 


Which country has the highest 
telephone density in the world? 


Which country has the highest 
computer-terminal density in Eu- 
rope? 


Which country has the lowest 


(or sometimes second lowest) 
telephone charges in the world? 


Answers: Sweden, Sweden and, 
once again, Sweden. 


Staying ahead 
In November 1987. Swedish Telecom (Televerket) commis- 
sioned the first nationwide digital telecommunication network 
(transmitting data at 64 kbits/sec) in the industrialised world. 
Sweden is speeding into the future. Improved, faster and 
more reliable telecommunications augur a better and more 
open world. 


Where the action is 

Though Swedish at heart, we pay increasing attention to the 
international market. Modern teleecommunications products 
and systems from our own industry (Teli)are spreading through- 
out the globe. The same goes for Swedish telecommunications 
know-how, through our consultant company (Swedtel), and 
custom-made intercity networks worldwide, through our new 
company Scandinavian Telecommunication Services. 

In modern telecommunications, Scandinavia is where the 
action is. 


& Televerket 


Swedish Telecom 
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HEN five much-publicised strikes all 
happen in the same week, who should 
be worried? The government? The Labour 
party? Or those who had hoped that the 
British disease had been cured? 
For worriers about the disease, the strike 
at Ford can be cast in a lurid light. By with- 
irawing their labour, workers showed them- 
elves unwilling to accept the changes in 
working practices that the company thinks 
vital to continued gains in productivity. 
They particularly resented the idea that a 
skilled worker who had finished his task 


should help out less skilled men on the pro- 


duction line, instead of taking a break. The ` 


workers also resented Ford’s insistence that 
any deal they struck should be not for two 
years—the norm in the British car indus- 
try——but for three. 

It is changes like these that British man- 
ufacturing industry will have to adopt if its 
recent increases in productivity are to be sus- 
tained for long enough to take Ford’s British 
output per worker (17 cars a year) up to the 
40 cars per worker per year that Nissan in 
Britain confidently expects. By looking as if 
they were unwilling to change, the Ford 
workers gave ammunition to those who 
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Who’s embarrassed now? 


think the British worker to be an irredeem- 
able Luddite. 

Things might nor be quite what they 
seem. The offensively antiJapanese banner, 
snapped by photographers eager to find a 


throwback to winters of discontent, was. 


quickly removed by embarrassed union off- 
cials. Ford is highly profitable, and its work- 
ers know it. The strike has been led by men 
from Dagenham, in booming east London, 
where workers feel that they can demand big 

bribes in return for changing their wou 
habits. Not so in north-east England, where 
the new Nissan plant is implanting Japanese- 
style work practices. 


Chicken-hearted bosses 


Yet even if the Ford strike is short and un- 


successful, there are still reasons to worry 


about labour unrest. Suddenly, the govern- 
ment e trade-union laws are beginning to 
look vulnerable. This is not, as it was at the 
time of the Industrial Relations Act of Mr 
Edward Heath’s government, because of 
mass disobedience orchestrated by leaders of 
British trade unions, but because of the inac- 
tion of employers. 

Only an employer can act in the courts 


_ing—so earnestly that he risks sounding u 


over industrial unrest, Labour will t 
make political capital out of his insouciance 


vated by altruism, not greed; run by you 





against a union that calls a strike witho 
ballot, or disrupts work at one place to 
dispute elsewhere. Sealink and P&O, tw 
the ferry firms hit by the seamen’s s 
reckoned they had little to lose and went to 
the High Court. Sealink’s workers prom 
returned to work. Health authorities, m 
ful of the public’s apparent support fo 
nurses, have not dared to follow that e 
ple. Vauxhall Motors, the British arr 
America’s giant GM, hoping against: 
that its workers will accept the pay deal 
put to their unions, has sat on its | 
while 2,300 of its employees at Elles 
Port, near Liverpool, have struck illegal 
sympathy with the nurses. 

The Labour party sees the new ind 
trial unrest as an KEEN Its emi O} 









picket line. The government has tried. 
to distance itself. Mr Norman Fowler, 
employment secretary, has been prc 


convincing—that the Ford strike is a private 
matter and none of his business. As long as 
the stockmarket and foreigners get the jitters 


In the public sector, the governmen 
oft-repeated line looks more vulnerable, Th 
nurses’ strike seems tailor-made to win put 
lic support. It has been presented as ma 


caring women, not militant middle-ag 
































































(OME economists are again fretting 
about Britain’s balance of payments— 
he cause, they say, of so many of the 
ountry’s economic woes in the past 30 
ars. Most forecasters reckon that the 
urrent-account deficit could reach a 
ecord £5 billion next year. The British 
onomy is growing faster than those of 
ther countries, so it is sucking in more 
imports; the volume of oil exports is 
hrinking; and the growth in the surplus 
„invisibles has virtually come to a halt. 
e fear is that the widening deficit will 
nd the pound reeling, forcing the gov- 
nment to raise interest rates. 

A popular counter-view is that the cur- 
ent-account deficit is not as troublesome 
oday as it was in the 1960s and 1970s. For 
e thing, a current-account deficit of £5 


Net investment as % of GDP 
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1; and carefully organised so that acute 
ents do not suffer. Senior nurses them- 
went on television instead of leaving it 
trade-union officials; nurses made the 
: of patients the centre of their case. This 
pe seems to have worked: in an NOP poll 
ursing Times, over 60% of people sup- 
ed the nurses’ action. In MORI polls, the 
s of the NHS has toppled unemployment 
he most important. issue facing Britain. 

he nurses’ demonstrations have come 
ly before their arbitration body is going 








rnment must fear that other workers 
ssume the demonstrations won the pay 
and go on more strikes and demonstra- 
of their own. Some trade-union leaders 
that the handling of the nurses’ strike 
ws the unions have learnt how to per- 

de people of their case. They have 
ught this before. During the teachers’ 

kes of 1985-87 a majority of people. 

















69% thought their actions wrong. Le 


matters | 


ve them a large pay rise anyway. The . 







ought the teachers should be better paid, - 





billion is only just over 1% of GDP, com- 
pared with an average of more than 2% in 
the mid-1970s. Moreover, the offical fig- 
ures probably overstate the true size of 
Britain's deficit. There was a balancing 
item of £12 billion on the balance of pay- 
ments in 1986—ie, recorded net capital 
inflows were £12 billion less chan the cur- 
rent-account deficit. 

Part of this, it is argued, reflects an un- 


der-recording of invisible receipts, in 


which case the true current account is 
stronger. But most of the balancing item is 
‘probably due to an under-recording of 
capital inflows, which have become 


- harder to track since London’s Big Bang. 


And even if the actual current-account 
deficit is smaller, it is deteriorating fast. 

A seemingly more reassuring argu- 
ment is that Britain has a large nest-egg of 
overseas assets—worth £110 billion at the 
end of 1986—from which the current- 
account deficit can be easily financed. But 
a stockpile of foreign assets does fot, by 
itself, make it any easier to finance an ex- 
ternal deficit. A country cannot run down 
its “bank account” like an individual or a 
company. Investors may not wish to repa- 
triate their overseas assets when the cur- 
rent account is in deficit; if anything the 
reverse is more likely. Nor is it necessarily 


- easier to encourage residents to. repatriate 


their foreign assets than to persuade for- 
eigners to invest in Britain. 

Whether investors (domestic. or a 
eign) are willing to finance the deficit at 
current exchange rates, will depend upon 
how the Geer is used. If oreen borrow- 





bour politicians adinitred privately that the 
strike lost them votes in the 1987 election. If 
there is a eral that Britain’s political 
classes should have learnt since the winter of 
discontent in 1978-79, it is that no strike 
hurts Mrs Thatcher for long. 





Televising Parliament 






iter on the ‘box 


(Es - WAS a ee of vou ‘over eld 


_ bufferdom. The new generation of mem- 





“bers of Parliament, Tory and Labour alike, 


helped. to bring about an unexpected 54- 


vote majority to allow television cameras 
into the House of Commons. From the buf- 


ers’ arguments, the Palace of Westminster 
will fall into the hands of the entertainment 





_ industry once cameras start to roll. In reality, 


ill just be joining 22 of the 24 oEcD 
that. 





-already - televise. - 





Se ‘ing simp 





y finance Ee 
tion, sooner or later the pound will Za 
to fall. But if the shift into deficit is ac- 
companied by more investment, financ- 
ing it should not be a problem, as the in- 
vestment will. generate future income to 
service the debt. In other words, it is the 
size of Britain's entire stock of capital that 
matters, not just its foreign assets. 

On this basis, conclude Mr Gavyn Da- 
vies and Mr David Walton of Goldman 
Sachs, Britain is no better placed to 
weather a deficit than in the 1960s and 
the 1970s. Their analysis shows that while 
Britain has been building up its. overseas 
assets since the late 1970s, net domestic 
investment (after depreciation) has 
slumped, so total net investment (domes- 
tic and overseas) as a proportion of GDP is 
running at only just over a third of its level 
in the late 1960s and early 1970s (see 
chart). Foreign overseas investment has 
displaced rather than added to domestic 
investment. 

However, the absolute level of invest- 
ment matters less to an economy's health 


mannanna ent we nim PM EENS) ete Bi rt etter erst ORAS, 
Aere — SEENEN 


eege 


than whether capital is being-used well or 
“badly. British capitalists used to be notori- 


| 

| 

: 
ously inefficient: the real rate of return on | 
corporate capital (excluding North Sea oil | 
companies) fell to just 3% in 1981; last | 
year it was probably above 9%. Those fg | 
ures are for the whole capital stock, so the | 
real returns on new investment must be | 
well into double figures. The rise in profit- | 
ability is the clearest sign that the econ- | 
omy can produce more, for exports and | 
the home market, even H investment is | 
weak. And fat profits should eventually be | 
just the carrot to encourage more invest- | 
ment, whether from home or abroad. | 
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parliaments. 
Of the new intake of MPs, twice as many 





their ` 


voted for the motion as against. Conserva- 
tives were uncowed by Mrs Margaret 
Thatcher's opposition. Eight of her cabinet 
ministers voted for the experiment. Their 
hope is that TV coverage of Parliament 
should increase its influence; as Mr Tony 
Benn, the House’ s best < orator, pointed out, 
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Parliament has until now ceded its claim as 
the national forum of debate to BBC and ITV 
studios, where producers are able to pick 
their own line-up of politicians. Televising 
select committees, which hold ministers and 
their departments to account, should also 
strengthen their scrutinising role. 

A select committee will now examine 
the practicalities of televising the chamber. 
Guidelines will be drawn up to ensure hon- 
est editing. Broadcasters will have to prom- 
ise not to film demonstrations from the pub- 
lic gallery, nor to use any extracts for satirical 
purposes. The committee should report 
back to Parliament in June, ready to start a 
six-month experiment in the autumn. Re- 
mote-control cameras will be mounted un- 
der the galleries; with luck, MPs will cease to 
notice them within weeks. 

The edited proceedings of the House of 
Lords, despite being broadcast late at night, 
“tract up to 500,000 viewers. The elected 

1amber should be more fun to watch. Daily 
programmes and weekly summaries will be 
broadcast, as well as extracts on news bulle- 
tins and current-affairs programmes. Impor- 
tant debates could be shown live: how much 
more sensible to be able to broadcast the 
budget speech from inside the House, in- 
stead of having to play Mr Lawson’s voice to 
the background of endless shots of red buses 
driving round Parliament Square. 

Which party will benefit most from the 
change? Probably none of them; all have 
their share of rowdies, eccentrics and pol- 
ished speakers. Individuals have more to 
gain and lose. Good parliamentary perform- 
ers, such as Dr David Owen, may win at the 
expense of poor speakers, like Mr David 
Steel. Mr Neil Kinnock will sometimes seem 
unimpressive, Mrs Thatcher sometimes stri- 
dent. For ministers, authority at the des- 
patch box will matter more than ever. The 
hooligans may find less support than they 
expect in their constituencies for their 


schoolboy pranks. 





ILEA 
Childish 


RICKBATS will be flying across the 

Thames at Westminster Bridge for an- 
other two years. Mr Kenneth Baker, who as 
environment secretary completed the aboli- 
tion of the Greater London Council in 
1986, has announced as education secretary 
that the Inner London Education Authority 
will be scrapped in 1990. Central London’s 
last bastion of socialism, based opposite Par- 
liament in County Hall, ILEA succeeded the 
GLC as ministers’ favourite left-wing nui- 
sance. But abolishing it will not be easy. 

The chaos forecast by opponents of GLC 
abolition never materialised—mainly be- 
cause, by the time of its demise, the GLC ran 
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Taxing problems in London’s schools | 


HE government's decision to abol- 

ish the Inner London Education Au- 
thority will go through more smoothly if 
it manages to pass the local-government 
finance bill on time. This will replace 
property taxes on homes and businesses 
with a locally set poll tax on adults and a 
nationally set business rate. Each of the 
two reforms will make the other easier, 
and both are scheduled for April 1 1990. 
If either is held up, a messy transitional 
arrangement will be needed. 

Under the present system, London's 
rich commercial centre gives its local au- 
thorities a comfortable tax base, which 
helps to finance the higher-than-average 
cost of the education, housing and other 
services that they run. Only a quarter of 
inner London e rates income comes from 
households rather than businesses; 
three-fifths of the total comes from the 
three most central boroughs—Camden, 
Westminster and the City. That money 
made the Greater London Council 
(GLC), and still makes ILEA, rich enough 
to spend far more than Whitehall would 
like, without any central-government 
grant. 

Killing the GLC in 1986 meant the 
government could more easily hold 
down social spending in poor boroughs 
like Hackney, which get central grants 
and therefore can have money taken 
away as they overspend. But rich bor- 
oughs such as Westminster still get mil- 
lions of pounds more income than they 
need from their business rates. 

Even before the GLC was abolished, 
richer boroughs were made to give some 
of their rates income to poorer ones. 
After abolition, an additional rates- 
equalisation scheme was introduced. If 
ILEA were abolished and rates kept, a 
third scheme would be needed. 

One problem with such schemes is 
that they cast the environment secretary 
as Robin Hood, and his redistributive 
powers are almost as arbitrary. When, for 
example, Westminster council agreed to 
take over the English National Opera 
from the GLC in 1986, the environment 
secretary agreed to allow Westminster to 
deduct the cost of the opera from its con- 
tribution to the ` rates-equalisation 
scheme. Another problem is political: 
central government feels uneasy forcing 

| friends like Tory Westminster to help 
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almost nothing. ILEA runs nearly 1,000 
schools and colleges. Most of the 12 bor- 
oughs that will be required to take them over 
are already cracking under the strain of run- 
ning expensive inner-city services on drasti- 





pay for policies in Labour Hackney. 
Poll tax is a neater solution. All busi- | 
ness rates from London and elsewhere | 
will be put into a national pool, and re- | 
distributed in proportion to the adult | 
population. In addition, each borough 
will receive a needs-related grant from | 
central government, and raise the rest of 
its income through poll tax. | 
With a uniform business rate, schools 
in the central boroughs will gain no ad- 
vantage from the concentration of busi- | 
nesses nearby. And on the formula pres- | 
ently proposed, the government grant | 
will not make up for inner London’s loss | 
of business rates. It will therefore be hard 


Where the money goes 


| 
for any borough to maintain school | 
spending at ILEA levels. To do so would 
mean raising more than twice as much 
money for education from households in 
poll tax as ILEA now takes from them in 
domestic rates. 

Ministers would prefer to avoid mon- 
strously high poll taxes in the capital. 
Abolishing ILEA makes it easier to do so: 

. l 
then the government could quietly | 
change its grant formula in London’s fa- 
vour. In the year after the GLC was abol- 
ished, London gained more than £200m 
in grant at the expense of the shires. 


cally cut budgets under mainly Labour ad- 
ministrations that vary from the 
incompetent to the corrupt. 

A year ago, the Audit Commission 
warned of the prospect of a breakdown of 
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management in some of those boroughs, 
and of a “cycle of decay” which might be- 
come irreversible. Since then some of the 
boroughs have made brave attempts to run 
things better, with limited success. Lambeth, 
for example, is only slowly clearing the long 
backlog of housing-benefit cases that built 
up during a period when most of its senior 
housing-administration posts were left va- 
cant: there are still about 10,000 cases out- 
standing. Housing-benefit payment was the 
last big service to be transferred to local au- 
thorities against their will (in this case from 
Cen de government); they have dealt with it 
pooriy. 

The Labour party has accused the gov- 
ernment of playing politics with children’s 
education. It is guilty of the same thing. 
_ Party strategists fear that if schools deterio- 
rate under Labour-run borough education 
authorities, Labour will lose votes. They are 
determined to fight a noisy campaign to save 
‘LEA which, even if it fails, will remind voters 
whom to blame if things get worse. Labour 
P oroughs that would like to start preparing 
or their new function are told firmly not to 
ranks while the education bill is in 
Parliament. That means that they will be 
even worse prepared to take over schools 
than they otherwise might. And by the time 
they start recruiting new administrators, 
many of the best ones from ILEA will have 
been snapped up by the Conservative bor- 
-oughs, or moved elsewhere. 
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at The Labour party 
Examining its 
navel 


T ABOUR is trying to think about its prin- 
~ Zu ciples. Its leader, Mr Neil Kinnock, and 
his deputy, Mr Roy Hattersley, have pro- 
duced a new definition of the party's aims 
and values, which they will use as their mani- 
festo if there is a leadership election this 
autumn. 

_ The document reads like a résumé of Mr 
~ Hattersley’s recent book, “Choose Free- 
dom”, garnished with Kinnockian adjec- 
tives. It defines socialism as the commitment 
~ to create a free society: one in which people 
have the money and the power to make real 
choices. Freedom in Mr Hattersley’s eyes is 
` not just the absence of restraint, but the abil- 
ity to exercise choice. So it involves a re- 
distribution of wealth and power. 

= Sofar, so good, in most Labour mem- 
bers’ eyes. Even Mr Eric Heffer, who loves 
etting under the leadership's skin, pro- 
fessed himself “99%” in agreement with it. 
Then comes the offending fragment, which 
truly offends him. 

It is the section called “Socialism and 
` production”, which deals with Labour 


58 
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Hattersley fuels debate 


management of the economy. Clause four of 
Labour’s constitution commits the party to 
“the common ownership of the means of 
production, distribution and exchange.” Mr 
Heffer and his friends on the left think that 
means taking big companies and banks into 
public ownership. Messrs Kinnock and 
Hattersley would rather it meant encourag- 
ing co-operatives, worker share-ownership 
and industrial democracy. They still assert, 
though, that public utilities must remain in 
public ownership: a claim which, if inter- 
preted literally, could involve a hugely ex- 
pensive renationalisation of British Telecom 
and British Gas. 

The section goes on to’argue that in the 
allocation of all but the most basic necessi- 
ties, , 

the operation of demand and supply and the 
price mechanism is a generally satisfactory 
means of determining provision and 
consumption. + 
It continues: 

there are many areas of the economy where 
market allocation is essential and where compe- 
tition between companies . . . is a dynamic fac- 
tor which serves consumer and wider economic 
interests. 


Other European socialist parties accepted 
such ideas decades ago. Labour has only now 
realised that all voters are consumers, and 
that efficient, competitive markets are what 
consumers like. Just as the Conservative 
government in the 1950s accepted the wel- 
fare consensus created by the preceding La- 
bour government, today’s Labour party is 
having to accept the consumerist consensus 
of the Tories. 





Heffer may be toned down. The ideas will 


stay. The document will be marginally 
amended and passed by the NEC in the 
spring. Then any leadership election will be 
not just about personalities, but about ideas, 
too. 





Job schemes 


Sponsors wanted 


HE government would like its job 

schemes to help unemployed people 
into long-term jobs rather than occupy them 
digging ditches, When the first big scheme 
were conceived a decade ago, their main aim 
was to keep victims of a recession off the 
dole. Gradually they have been adapted to a 
world of enduring high unemployment. The 
Youth Training Scheme has succeeded in 
helping most of its 370,000 trainees into 
jobs, largely by teaching them relevant skills, 
usually under the supervision of private em- 
ployers. But the Community Programme 
(cp), the main scheme for the adult unem- 
ployed, still seems to be about repairing ca- 
nals for local councils, with little training or 
job prospects. Two-thirds of its participants 
end up back on the dole. 

Next week the government will reveal its 
plans for a new scheme to replace the cp and 
the relatively new but unsuccessful Job 
Training Scheme. One problem with CP is 
that its allowance is lower than many unem- 
ployed people with dependants would get on 
the dole. The new programme will pay every 


Some of the language that offends Mr participant a set amount above their dole en- 
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always asking for more 


SHE government, committed to doing 
. something about law and order, has 
been slow to realise that more cash for the 
police does not necessarily make the 


real terms on the police than it did in 


Yet recorded crime has gone on rising, 
and more criminals are getting away 
uncaught. 

The principles of public-sector eff 
ciency and value for money are notori- 


hardest problem is defining output mea- 
sures. Which output? The police have 


many different jobs—preventing crime, 
catching criminals, comforting the public, 
quelling riots, dealing with lost dog 


whose value cannot easily be measured. 


The output the public cares about most is 
probably the proportion of crimes being ` 
cleared up. As crime has risen, this ba 


fallen: each policeman now has more 
crimes to deal with, but has not managed 
to solve more (see chart). 

There has been little scrutiny of police 


efficiency by outsiders. That is partly bee {f 
cause the police are suspicious of them ` 


and remarkably good at keeping them at 
bay. But it is also because the obvious scru- 
tineers have, until recently, left the subject 


discreetly alone. The independent Audit. 
Commission, which oversees local govern- 


ment, is looking at police efficiency for the 


first time. It aims to produce audit guides 


for its district auditors and reports on best 
practice in various aspects of policing. It 


will avoid the thorny question of whether. 


a more efficient police force could employ 
fewer officers: manpower levels are set 
centrally by the Home Office, and the Au- 
dit Commission is concerned only with lo- 


_ cal government. But the efficiency watch- 


dog of central government, the National 
Audit Office, is not interested either. It 
prefers to regard the police as a local-gov- 
ernment operation. 

Within police forces, management has 
traditionally been haphazard. Until re- 
cently, hardly any forces tried to work out 
how much they were spending on their 
various tasks, or to set priorities between 
them. When the police found themselves 
under pressure, they simply asked for 
more men. Since 1983 that has been 


changing. Manpower increases have been . 


slower, and forces are required to tell the 
Home Office more precisely how the extra 
officers will be used. For the first time po- 


lice forces have been made to identify 


streets safer. It is spending 38% more In 


1979-80, to employ 9% more policemen. ` 


ously difficult to apply to the police. The 


ment ‘consultant to help 
ideas. ` 

Within two years he had eliminated < a 
~oyseless tier of middle management, de- 
volved financial responsibilities to the 





Police forces must ini to use their men and money better, rather than 


their objectives, and to measure how effec- 
tively they are meeting them. Some forces 


have learnt to be more efficient. 


A star example is Northamptonshire. 
Until the 1980s its police force was man- 
aged as a strict hierarchy: financial dech, 
sions were taken at force headquarters, 
which collected virtually no management 
information beyond crime and accident 
statistics. In 1981 Mr Maurice Buck, one 
of a group of senior police officers who 
had been studying new management theo- 


ries at the police college at Bramshill, took 


over as Northamptonshire’s chief consta- 
ble. He headhunted a private manage- 
implement his 


force sub-divisions, and made them ana- 


` Notifiable offences recorded and 
cleared. up per police officer 
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lyse in detail the ways in which they used 


their men and money. Northampton- 
“'shire’s reforms have been continued un- 


der the present chief constable, Mr David 
O’Dowd. They have shown how much 
more efficiently a police force can be run 
with proper management information. 
For example: 

@ By analysing patterns of crime more 
closely, subdivisions have been able to 


plan where and when to deploy officers. 


When it was found that burglaries peaked 
in March, police leave for that month was 
cancelled. | 

@ The police are looking more carefully at 
the effectiveness of quick response to dif- 
ferent kinds of “emergency” calls. As a re- 
sult they are able to grade their response 
more accurately according to the serious- 
ness of the call. At peak times, non-urgent 
callers are.asked to wait. 





— erage despite a growing population; in 


‘tasks, releasing uniformed officers 
-other duties. Of the force’s 1,000 posts, 50 


some 600 were freed from desk jobs by: 


more precisely for what they spend, 


: ‘same treasurer will shortly be required b 


-their annual inspections. As yet, there 








e Policemen not dealing with specific ir 
dents are concentrated on an area's b 
gest problem. That might mean tra 
control on a busy trunk road, or prevet 
ing burglary by concentrating patr 
where it is most common. The rise in bu 
glary has been held below the nationa 




























































eas where population is stable, 
burglary rate is going down. 

@ Like many forces, Northamptonshir 
is bringing in more civilians—who a 
cheaper to employ—to do routine offi 


have recently been taken over by civiliar 
That is well above the national averag 
Of a total of 120,000 uniformed officer 


vilians in 1986. 


@ Local managers are made to acco 


yet, however, they are not allowed to m 
age their own budgets. A superinten 
who saves money on office furniture can 
not buy an extra police car: budgets a 
strictly controlled by the treasurer at 
county council, the force’s paymaster. Th 


law to devolve financial control to schools: 
if that works well, the council may be 
pier to see similar freedom given to the po 
lice. The Home Office has for some time 
been urging greater financial devolutior 





Carrots for clever cops 


Since 1983, when the Home Office to 
chief constables to identify their ob 
tives more precisely, Her Majesty's Ins 
tors of Constabulary have incorporat 
questions on management efficiency ` 


few rewards for forces that perform we 
True, forces compete to impress the Hor 
Office when putting in their bids for ext 
officers. But the criteria for assessing tho 
bids are vague, and much of the ext 
manpower allocated in the past four yea 
can be accounted for by demography | 
the need to deal with special problems li 
drugs. 
- To push chief constables into thinki 
more managerially, the Home Off 
might link some extra resources speci 
cally to performance. How would it 
measured? It is impossible to compare 
cess rates in preventing, say, rapes in L 
don with road accidents in Cheshire. 
forces would have to construct their: 
targets, with the approval of inspector 
special pool of central-government mo 
could be set aside for forces that best 
their o own. objectives. 















































































of the places. 
hen YTS was launched, the MSC spent 
lm op advertising to sell the scheme 


esses to take on bright-eyed teenagers 
d fairly easy. It may be harder to per- 
them to become involved in training 
ir-olds who have been unemployed for 
or more. A new report* has just calcu- 
he costs and benefits of YTS to employ- 
; most cases the work done by trainees 
rth more than the cost of training 
n: excluding schemes that are part of 
-term apprenticeships, the average gain 


The msc’s biggest problem for the adult 
ployed will be devising, within a fixed 
get, a worthwhile scheme that is attrac- 
o employers. It has already decided to 
ice the standard length of placement 
a a year to six months in order to get 
e people through the scheme. Yet 
otter may mean worse: YTS has been ex- 
led from one year to two to improve the 
ity of its training. And benefits to em- 
ployers on YTS in its one-year form were 
avily concentrated in the last sixemonths 
of each placement. 





Work Experience and Training in the YTS, £8.50 from 
National Economic Research Associates, 18 Park Street 
ndon W1Y 3WD 


Eurotunnel 


\ Northern vistas 


OULD Liverpool become the 
- “Europort” of the 1990s? It sounds like 
ad Merseyside dream. Yet it is only the 
dramatic of the ideas that northerners 
now examining to ensure that the Chan- 
tunnel does not widen the gap between 
bh and south. 

Five years ago, many of them expected 
that, and opposed the whole project. 
w that the digging has started they have 
nged tack. Backed by Eurotunnel, for 
ym all traffic must be good traffic, they 
out to grab what they can get. 

‘That means, notably, putting pressure 
British Rail. The rail bosses are not reluc- 
t; indeed the tunnel legislation requires 
m to consult regional interests, a vast 
cess that will start on March Ist. But BR 
ro be convinced that any new invest- 
nt will meet its. required 7% return. 

The north sees little gain for itself in pas- 
ger traffic. London will be brought with- 





ot—unless new Mee routes are built 





miedo ovate ee to ‘sponsor 


e public and employers. Persuading 


‘A Study of the Net Cost to Employers of Providing 


easy train time of Paris, Manchester will 









present estimates, it would be years after the 
Chunnel’s planned opening in 1993 before 
traffic growth could make them profitable. 

In contrast, BR believes that three-quar- 
ters of the: 6m-7m tonnes of cross-Channel 
freight that it expects in 1993—treble to- 
day’s figure—will originate outside south- 
east England. Northerners. do not ‘think 
much of the way BR plans to handle this: 

@ The north wants specially favourable tar- 
ifs: ideally, a single price from anywhere in 
Britain to the continent. BR will resist thar. 
e Railfreight—the bit of Br that handles 
non-containerised loads, or ones using the 
new “swap-body” technology that enables 
goods to be switched from road to rail with- 
out a crane—will use only a few of its ten 
northern freight depots. What happens to 
the others? Better ask the freight-shippers, 
BR will reply—though it might hel if any lo- 
cal council wants to chip in to develop a: 
pot (maybe with EEC regional cash hich BR 
itself cannot ` get). And would you 


" Sweethearts , 



















ROM. the warm atin of ie Brit- 

ish Broadcasting Corporation or an 
ITV company, it takes great willpower to 
leave and start up in a precarious busi- 
ness. Yet that is what about 700 indepen- 
dent producer chave done in the six 
years since Channel 4 began to buy their 
programmes. Now some of them fear 
that newcomers are stealing their show. 


= Mr Douglas Hurd, the hon 

















tary, has asked both the aac and TTV to 
increase the number of programmes they 
take from independent producers up to 
an eventual target of 25% of their out- 
put. They are finding it difficult; if out- 
siders are to start making programmes, 
insiders will have to be given the chop. 
The easiest solution is to persuade an in- 
„sider to become an outsider, but to carry 
op doing more or less the same work. 
“These so-called “‘sweetheart” deals. upset 
existing production ` companies. The 
Home Office is now looking at the prob- 
lem and may decide to set up some form 


of monitoring arrangement to make sure 


that contracts are being awarded. ona 
genuinely competitive basiss = 


In the long term existing companies 
have little cause for concern. Sweetheart _ 


deals are bound to happen at first. With- 

| ina year or so the new independents will 

be on their own, competing on reason- 
| ably equal terms with the rest. 

_ Anyway; the market is expanding 

` fast, though notas fast as the Home Of- 








‘north-we England t to 414 hours. BR is to re- 
e to Whitehall on such ideas by June. On 


panies aim to keep a stream of income 
». going by producing other kinds of film. 
_ On corporate or pop videos, margins can 
be as high as 20%, compared with 


E fice- fight | like. The BBC cs boughr 100 





e , Ai ‘Railfreight mafe will 4 get customs 

clearance at Willesden, in north London. So 
trains will be marshalled there, instead of 
running direct from the north. 

In contrast, it is BR's plans for 
Freightliner, which carries its traffic in stan- 
dard containers, that inspire Liverpool: 
dreams. Why should transatlantic shippers 
(or shipping lines) choose the long sea trip to 
continental European ports, when goods 
could save two days in transit by landing at 
Liverpool and then being whipped off to 


Dusseldorf or Lyons on through-Chunnel 


trains? All that is needed is a trebling of la- 


-bour productivity. in Liverpool's docks— 


and shippers ready to believe it has hap- 


pened and will last 


- That’s all. But perhaps it is E to 
show that the story is not really one abot 
railways. It is about regions and their read 
ness to grasp their own bootstraps, not other 
people’s apron-strings. 








hours from independents in 1987-88; it 
plans 200 hours in 1988-89, and 600 


Bos with a minimum investment: of | 
| 


— £24m by 1990. Even that will be only 


1212% of the BBC’s yearly output. Mean- 


while, iTV should be commissioning 500 


hours by 1990 to add to the existing 


1,000 hours from Channel 4. The mar- 


ket is currently worth around £100m 
and supports about 650 production com- 
panies. ‘On average, one new company 
joins the Independent Programme Pro- 
ducers Association every working day. 

lt is a hand-to-mouth business. A 
company’ s foreseeable life is only : as long 
as its current commission. A .“produc- 
tion fee” is built into the budget of each 
programme to help the company 
through lean times between pro- 
grammes. But fixed costs must be kept 
right down. Most companies hire staff 
only for the life of the programme they 
are making. Some even hire a desk, chair 
and telephone by the week. 

More businesslike. production com- 


around 10% on broadcast programmes. 
Most experts reckon that in five to ten 
years time there will be a smaller number ~ 
of larger independent production com- 
panies producing many more pro- 
grammes each. By then, perhaps, the 
market will have grown up, 


eegene 











Strikes 


Sweden’s costliest postwar 
strike ended when 90,000 
white-collar employees ac- 
cepted a 4% wage rise. The 
employers’ organisation, the 
SAF, estimates that the three- 
week strike cost them at least 
SKr10 billion ($1.65 billion) 


in lost sales. 


32,500 Ford workers went on 
strike in Britain, closing all of 
the company’s 22 British fac- 


tories. A day later Ford began ` 


laying off workers in Belgium. 


According tothe Genevae | 


based International Labour 
Office, Britain was the most 
strike-prone nation in Europe 
in 1985. It lost 656 days of 
work per 1,000 workers, only 
partly because of the miners’ 
strike. Japan lost 11. 


Brazil’s railwaymen are on 
strike in an attempt to force 
the government to bow to 
their demand for a 60% in- 
crease in wages. The govern- 
ment cannot afford it: it is try- 
ing to reduce the public-sector 
deficit from 5.4% of Gop last 
year to 2% this year. 


People and markets 


The battle for Société | 
Générale de Belgique hotted | 
up. Carlo De Benedetti won 
two court decisions which 
helped his bid, but two other 
shareholders joined forces. 
They are André Leysen’s 
group and the group led by ` 
France’s Compagnie 
Financiére de Suez. Between 


them, they have a combined 
holding of 42.5%. 




























Goldman Sachs is trying to ar- 
range a leveraged buy-out of 
J.P. Stevens on behalf of the 
group’s chairman, Mr Whit- 
ney Stevens, and four top ` 
managers. The price offered is 
$700m, but that bid could be 
topped by one of the takeover 


ing to avoid. 


threats that Mr Stevens is try- r 
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London’s system of market- 
makers allowed its 
stockmarket to survive Octo- 
ber’s crash, according to the 
exchange's own report. Old- 
fashioned jobbers could not 


have coped with the volumes. 


Barclays de Zoete Wedd, one 


~ of the City of London’s invest- 


ment banks, hired Mr David 


|- Band (above) from J.P. Mor- 


gan to be its new chief execu- 


tive, 


New Zealand’s proposed flat- 
tate income tax failed, but 


Roger Douglas's new tax code 


will still cut the top rate of in- 
come tax to 33% and the cor- 
porate rate to 28%. 


| | Trade 










- Bidding for the right to build 


| and operate a third bridge 


across the Bosphorus in Tur- 
key is hotting up. A Turkish 
firm, Sezai Turkes-Feyzi 


a Akkaya, offered to build the 


bridge for $171m; that is 


_$78m less than the bid from a 


joint venture between Enka, 
another Turkish firm, and 





















Britain's Trafalgar House, 
which had built the first 
bridge. Two other still higher 
offers from Ballast-Nedam of 
the Netherlands and 
Impreglio of Italy appear out 
of the running. The Japanese- 
led consortium that built the 
second $520m bridge has yet 
to submit a bid. 


Taiwan wants to rejoin the 
General Agreement on Tariffs 
and Trade. It has started to 
cut import taxes and says it 
hopes to halve its $19 billion 
trade surplus in five years. 


GATT will admit Taiwan only if | 4 


it stops calling itself the Re- 


l | | public of China. 


The rich countries in GATT are 
considering the removal of all- 
import taxes on tropical 
products, including coffee, 
cocoa, and tobacco, from the 
third world next year. 


Banking 


Net external position of 
American banks 





1978 80 62 84 ees: 
Source: BIS sEnd September 
American banks have be- 
come net takers of funds from 
the rest of the world’s banks 
for the first time since 1975, 
The role of the yen is grow- 
ing. The Bank for Interna- 
tional Settlements estimates 
that the value of the market 
for Euroyen might soon match 
that for Euro-D-marks. 


Airlines 


| | Lufthansa cancelled an order 


for up to 40 of the innovative 


V-2500 engines worth $320m 
from a consortium led by 


Pratt & Whitney and Rolls- 














Royce. Pan American Air- 
ways is also reviewing its orc 
for up to 50 v-25008s. The We 
German airline is going for 
the tried and tested CFM-56 en- 
gines made by General Elec- 
tric of America and SNECMA 
of France. 


Scandinavian Airlines Sys- 
tems is buying 40% of Arge 
tina’s state-owned and debt- 
ridden national airline, 
Aerolineas Argentinas. 


Scorecard 


Ee 





















eee 
Geke 






1983 85 pe 87 
Source: Company reports 
General Motors, the world 
| biggest manufacturer of cars, 
increased its annual profits for 
the first time since 1983. Ew. 
rope and changes in account 
ing standards made the diffe: 
| ence: Vauxhall (in Britain) ` 
and Opel (in West Germany 
made net profits of $1.3 bil- 
| lion in 1987—a year earlier ` 

they lost $343m. 


L.M. Ericsson, a Swedish ` 
telecormunicetions group, i 
creased its profits by 18.6% i 
| 1987 to SKr1.08 billion ` 

: ($1 70m). Losses at the comp 
ny’ s information-systems divi 
sion slowed. Last month. 
Ericsson agreed to sell ec 
puter-banking and business. 


systems to Nokia, a Finnish 
rival, for $244m. | 






















































































An American investment 
bank, Salomon Brothers, ` 
lost $74m i in the last (crash-ai 
fected) quarter of 1987. In th 
year as a whole, it made a 
- profit of $142m, compared 
ith 1986's $516m. Kë 
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The power of people 





HEN Boeing launched two new. air, 


craft at the end of January, the 10,000 — 
assembled potential customers, Boeing 
workers and press were treated to a giant ` 


slide show. Before the aeroplanes were un- 


veiled the audience heard interviews with — 
dozens of company employees on how they ` 





hed helped to build the new models. 





ow gave Boeing's workers a big thrill and, - 
hel ped them to 


for a while, has probably 
produce better aircraft. 


The show is one small soue of the | 


new ways in which companies are try- | 
ing to motivate their employees and ` 
to make them more productive. The ` 
streamlined corporation of the late- 
1980s has to think of how to make ` 
more out of less. With assets like cash. ` 
and plant, the rules of the game are = 
well understood. With human assets, 
they aren't. Ser 
Few companies give their person | 
nel department the same status as _ 
say, their finance department. For a 
start, observe where the departmental.. 
offices are located in relation to the. ` 
chief executive’s. A recent survey of | 
356 big British companies by Mr Pee ` 
ter Doyle, professor of marketing ar ` ` 
the University of Warwick, found 
that 89% of the companies had ah "P 
ance director on e board, but only. 1 
22% had a personnel director there. 
Only 12% of the 356 chief executives 
had any experience in personnel. e 
One of the simplest ways of moti- 


vating people—if sometimes one of © | 


the most troublesome—is to pay at- 
tention to them. That was the point 
of Boeing's slide show. It is a practice ` 
based on long-established principles, 
Famous experiments carried out at 
Western Electric’s Hawthorne plant 

in the 1930s showed what wonders 
mere attention can work. 

Today, ideas are becoming more 
sophisticated. Many of them focus on 
the most Ge motivator, pay. A 
majority of employees in Americ a say. 
they do not see much connection be- 
tween effort and subsequent pay rises. 

To strengthen the link, companies are ` 
devi ising a number of schemes that tie ` 





Bebe than do traditional bonuses and 
profit-sharing, 
Particularly popular is “gain ung 


This is an idea enthused over by firms which 
` design compensation packages, like Towers 
Perrin and. ee Hansen, and ` 
-tried out-by a number of large corporations 


including General Electric, Motorola and 
Bank of America. In a gain-sharing scheme, 


operating units share with the company in- 
savings for which they are responsible. Ar 
GE, 5% of whose American workforce now 


self-contained, and therefore the bene 


Productivity Centre found that 13% of 


participates in gain sharing, schemes: 
cally are run by groups of 500-600 emp 
ees. Rewards are always in cash and 
quarterly, monthly or weekly. : 

~The recent fashion for corpo 
decentralisation has made gain sharing 
ier because it makes company units r 

























ries of a scheme identifiable. A survey 
year of 1,598 companies by the Amer 


firms had gain-sharing schemes. Three-q 
ters of these had been introduced in the. 
five years. e 
Companies like gain sharing wel 
cause it starts.to turn a fixed cost (pay) inte 
flexible one. But the schemes have three 
main drawbacks. First, an obvious way te 
make big savings is to cut corners recklessly 
so it is essential to relate any savings made te 
the achievement of corporate goa 
Second, the schemes are more eas 
suited to capital-intensive manufa 
turing than to services, which iow 
~~ dominate rich countries and which 
take an increasing share of the CORES 
of nominally manufacturing compa- 
nies. It is difficult for a bank branc 
‘say; to make dramatic savings. An 
< third, some ae object chat t 
1 schemes are merely a device to hg 
down basic rates of pay. 
Gain sharing is being linked wi 
another novel form of compensatio 
offered by many large American co 
panies—so-called flexible benefits. 
Pioneered by PepsiCo, flexible bene- 
fits give employees so many dollars 
worth of benefits and then allow them 
= to choose what they want from a 
menu of items, such as health insu 
< ance, child care and extra holidays, 
E acknowledges that fewer and fe 
be employees are men with stay-at-h 
». wives and 2.2 children. Young w 
Ing wives want different benefits 
old bachelors. Such schemes can 
built into gain sharing by allo 
gainers to take their reward in’ 
form. of extra benefits. 
A smaller number of compat 
are looking more closely at nomtn 
etary ways of making their “hun 
assets” more productive. In order 
do so, they have to take a closer k 
at. how different things motivate. 
ferent people. One of the top con 
tants in this field is McBer, a sub 
iary of an advertising agency, Saat 
& Saatchi. McBer’s founder 
chairman is Mr David McClellan: 
Harvard professor who. has app 



















































































































































gers have a particular combination of 





‘for power (ie, to have influence over 
r people); for achievement (to do things 
t as an individual); and for affiliation 
e liked by others). Top managers, he 
have a high need for power and a mod- 
need for affiliation. For them, too 
need for achievement can actually be a 
icap. In an experiment at.AT&T Mr 
lelland found that high achievers did 
up to a certain (fairly low) level in the 
ny. After that, it was those witha high 
for power who rose to the top. 
‘ortunately, Mr McClelland slices 
these motives can be changed—though 
asily. McBer has spread the McClelland 
pel far afield: to managers at Britain's ICI, 
nish bankers, and to workers on Indo- 
ian offshore oil fields. 
-This approach can be helpful when a 
mpany is itself undergoing big changes. 
example, recent legislation has trans- 













































\ merican textiles 
Cutting their coat . 


T MILL, SOUTH CAROLINA 











































'N THE past five years, America’s textile 
industry has gone through an extraordi- 
ary restructuring. A labour-intensive busi- 
ss in a world market, it has found itself 


grown by an average of 17% a year since 
80. Last year, even though the dollar was 
ng, the trade deficit in textiles and 


by value, of all clothing-fabric and 







iwan,, South Korea and Hongkong— 






the most labour-intensive sector in the 
ile industry 






le toll. Since 1981, 11 of the 15 largest 
ile companies. have changed owners; 







he 11, six have been bought by other com- 
nies, three have reverted to private family 
ership to protect themselves against 
over bids, and two were bought in man- 
gement buy-outs unprovoked by takeover 








nds at least twice. 
‘These actual or threatened mergers 
ve had an important by-product. The tex- 





sive” 





otivati kpla 
Ar McClelland maintains ee the best ` 


¿measurable higher-order motives: the 


Since the mid-1980s America’s textile barons. have been lobbying Con- 
gress to give them greater protection from imports. In 1987 
extile companies reported record profits—without that help ` 


mped by imports, the volume of which ` 


thing rose to nearly $25 billion. Roughly ` 


hing sold in America now comes from... 
atively low-wage countries—especially 


npared with one-fifth in 1976. Clothing ` 
This import surge has taken a remark- | 


another may be about to follow suit. Of 


ireats. Three of the 11 have changed 


dustry has. become one e of the fore- 


second biggest building society, has-under- 


taken an ambitious programme of retraining 


its managers to suit the company’s new role. 
Miller Ginsburg, a Philadelphia firm that 
follows many of Mr McClelland’s principles, 
has been training Abbey's top managers in 
how to give their employees a greater need 
for power. And Arthur Andersen, the 


world’s biggest firm of management consul- 


tants, has started an 18-month programme 
to train the society’s branch managers to 
think of their branches as a business rather 
than as. a repository. = SE 

The Abbey's: Soe polie has- been 
largely set by its chief executive, Mr Peter 
Birch, who used to work for Gillette, a ra 
blade company, and is one of the w v build: 
ing-society bosses to come from. 
industry. Too. few bosses (and e 
boards) appreciate the scope for ‘Getting 
more out of their company’s most under-uti- 
lised asset—and potentially its most. fruitful 
source of competitive advantage. oo 















most examples of the way in which manag- 
ers have benefited from the mon 





Wall Street investment banks. The most re- 
cent proposed LBO is Goldman Sache 


$700m offer to buy J P.Stevens, a company | 


which began life in 1813, on behalf of its 
chairman and four top peri This take- 






guardians of funds into active commer- 
‘cial-service firms. Abbey National, the 


pide the 


= Dominion Textile, 
` producer. Those raiders pounced after Bur- 


y made > 
available for leveraged buy-outs (LBOs) by 

























Asset stripping, circa 1940 
and rival bidders may yet emerge. 

The biggest such deal was Morgan Stan- 
ley’s $2.6 billion purchase in mid-1987 of 


. Burlington, America’s largest textile com- 


pany. This was arranged at the request of 
the management of Burlington, which had 


become a takeover target of a group led by a 


Wall Street raider, Mr Asher Edelman, and 


Canada’s biggest textile 





lington’s net profits had fallen to a low of 


- $12.6m in 1985, on sales of $2.8 billion. 


The company now has until 1989 to pay off 


$1 billion of the money raised by Morgan 


Stanley for the acquisition. It is 
recapitalising fast by hiving-off assets. Bur- 
lingtor has also cut its yearly capital expen- 
diture by two-thirds, to $50m. 

Deals like this show how much the con- 
trol of companies has changed. But shifting 
ownership is only one part of restructuring. 
During the past seven years employment ir 
the American textile industry has fallen b 
417,000 and the companies - have closeu 
around 250 Geer eng 10% of capacity. 


Textiles and apparel 
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Aided by increasing automation of spin- 
ning and weaving, some big surviving fac- 
tories have cut their workforces by a half. 

Most armchair critics of LBOs say they 
are a bad thing because they inevitably 
bring deep cuts in capital spending. Instead 
the American textile industry, as a whole, 
has been increasing investment. Mr Roger 
Milliken, the chairman of Milliken (his fam- 
ily-run business) and a dedicatee of Mr Tom 
Peters’ best-selling book “Thriving on 
Chaos”, says that textile companies are 
spending about 8% of sales on capital in- 
vestment. The Institute for International 
Economics, a Washington think-tank, cal- 
culates that job losses in the American tex- 
tile industry have been largely the result of 
investment in labour-saving devices, rather 
than loss of market share to imports. 

During the past two years American 
textile manufacturers have tried to capture 

larger part of the fashion end of the cloth- 

ig industry, which accounts for 40% of the 
cloth and clothing market. They are doing 
so by accepting orders for shorter and more 
frequent production runs, as well as by re- 
ducing the time it takes to fill an order. 
These are the sorts of changes which are 
occuring in successful industries, not in sup- 
posedly failing textiles. 

Computers now link retailers with 
clothing makers and textile mills. In 1985 
the average American textile manufacturer 
would not accept an order smaller than 
7,500 yards; most manufacturers will now 
accept orders as low as 1,500 yards. Milliken 
says it can supply its customers with dyed 
and finished fabrics one week after an order 
has been placed, half what it was a year ago. 
Similar “quick response’ programmes 
helped Belk Department Stores to increase 
its sales of Haggar slacks by 25%, while re- 
ducing stocks by 25%. 

American textile companies have been 
successful in persuading American retailers 

o buy more American-made goods. Wal- 
Mart, a discount-store chain, boasts that it 
is providing tens of thousands of jobs in the 
textile and clothing industry by buying 
American. Other big retail chains, like The 
Limited and Liz Claiborne, are buying more 
of their stock from domestic textile produc- 
ers. Previously they had bought 70% of 
their merchandise overseas. 

As a result of these changes, American 
textile companies are running their plants 
at 95% capacity. In 1987 the textile indus- 
try’s net profits reached around $1.8 bil- 
lion, well up from $850m in 1982. One of 
the fastest expanding firms is Springs Indus- 
tries—which in 1986 bought Lowenstein, 
thereby adding 60-70% to its sales and mak- 
ing it one of the largest producers of sheets 
and pillowcases in America. It has just re- 
ported a 71% increase in net income in 
1987—hardly a convincing argument for 
greater protection. 
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Japan’s armaments makers 


Taking aim at the world 


TOKYO 


HINK of a list of the big high-tech engi- 

neering industries: cars, consumer elec- 
tronics, robotics, semiconductors. Japan 
has revolutionised them all. Except one: the 
$500 billion-a-year arms business. Japan’s 
constitution forbids going to war, so the 
government's defence spending has been 
fettered. Exporting weapons is forbidden, 
so companies have not been able to gear up 
to produce large quantities of guns and 
tanks and defence electronics. Both con- 
straints are starting to ease. Japan's arms in- 
dustry is poised to take off. 

Defence spending, measured in dollars, 
will be higher in Japan in the fiscal year 
starting in April than in any other nation 
except America and Russia: possibly as 
much as $40 billion at current exchange 
rates and on the NATO definition. Under 
the former prime minister, Mr Yashuhiro 
Nakasone, the country breached the ceiling 
of 1% of Cup that it once imposed on its 
defence spending. Under Mr Noburo 
Takeshita, it is set to rise further. Meeting 
the demands of a five-year defence pro- 
gramme, rather than keeping below the ceil- 
ing, has become the main aim of defence 
policy. The current programme expires in 
1990 and calls for ¥18.4 trillion (in 1985 
yen, when it was worth $80 billion) to be 
spent over its lifetime. Its successor, on 
which work is now starting, will raise spend- 
ing on defence considerably. 

There are two reasons for this increase. 
First, Japan is coming to acknowledge that 
it must do more to share the burden of re- 
gional security with the United States. Sec- 
ond, the current defence programme has 
started a number of projects that will re- 
quire big spending after 1990 if they are to 
be completed, These include some that may 
prove internationally exciting in the next 
generation of defence technologies: over- 





the-horizon radar, the Aegis air defence sys- 
tem for ships, and a new fighter aircraft 
(codenamed the Fsx). 

In the rest of the world, changes in the 
pattern of defence spending mean that 
more money is being spent on salaries and 
people, and less on hardware. In Japan, the 
increase (see chart) is in the share going on 
hardware—ie, the products of defence con- 
tractors. So Japan is one of the few indus- 
trial countries whose armaments makers are 
almost bound to boom. 

At the moment, defence production ac- 
counts for a mere 0.5% of Japan’s industrial 
output. In America, the cost of military 
hardware is equivalent to 11% of manufac- 
turing output. General Dynamics alone has 
a turnover one-and-a-half times larger than 
Japan e entire military procurement budget. 

In that world league, Japan’s arms firms 
are minnows. The country’s largest defence 
contractor, Mitsubishi Heavy Industries, 
which accounts for about 30% of defence 
production, had ¥291.4 billion ($1.8 bil- 
lion) in defence contracts in the year to 
March 1987. This compares with its total 
sales for the year of ¥1.6 trillion. The ten 
largest Japanese defence contractors, who 
account for 80% of the business, had con- 
tracts worth only ¥787.2 billion in 1987. 

As these contracts grow, aerospace will 
be a special winner. Since 1985, the propor- 
tion of Japanese aircraft sold to the military 
has never fallen below 75% (for shipbuild- 
ing, the figure is 4%). mim thinks aero- 
space—including the civilian space pro- 
gramme through which Japan is developing 
its own rocket technology— will be one of 
the country’s key industries in the 1990s. It 
will share many of the advantages expected 
from all of Japan's new defence industries. 

First, defence industries should provide 
R&D spin-offs that will be the basis of new 
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"R CARLO DE BENEDETTI has 
won two legal battles in his bid to 
ntrol Société Générale de Belgique. Yet 
; chances of becoming, in effect, boss of 
Igium’s biggest company look ever 

mer. On February 9th: | 
The commercial tribunal of Brussels 
led that the Générale’s board had not 
pected correct procedures when it 
ed to push through a 40% capital in- 
ease to counter Mr De Benedetti’s bid; 
The Banking Commission, which vets 
keovers, decided his application to 
aunch a formal offer for 15% of the 
jénérale’s issued capital was in order. 
These decisions may be of only modest 
‘comfort to Mr De Benedetti. Although 
directly controls 18.6% of the 




































énérale and shareholders friendly to 
im have another 17%, he has lost the 
initiative in the month-long fight for the 
company to Mr André Leysen. Mr Leysen 
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usinesses in the 1990s. Japan’s commercial 
ccess has hitherto been based on improv- 
g well-known technologies. The defence 
industries will provide another dose of that, 
but should also help Japan to be technologi- 
ally even more adventurous in future. Sec- 
nd, defence is a potential employer of 
orkers left redundant as the steel, ship- 
uilding and car industries die out. 

~The list of big defence contractors is a 
ist of Japan Inc’s old metal-bashers: the 
\wy-industry companies bearing the 
mes of Mitsubishi, Kawasaki, Ishi- 
jima-Harima, Sumitomo, Fuji and a 
builder, Hitachi Zosen. In production 
in R&D, the government is careful to see 
he work is spread around, thus main- 
ng the ability of a wide group of compa- 
to handle defence contracts. 
in most of the industries that Japan has 
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apan: the third biggest defence spender ` 


Outlays ` 66 Military production 
- as % of total industrial .. 


a prel 
with the < 7 1 
their 42.5% combined shareholding, the 
two could count on the backing of other 
shareholders to give them control. ` 
Before his negotiations with the Suez 
group, Mr Leysen had had several meet- 
ings with Mr De Benedetti. The Italian 
had begun by insisting that he should 
control the Générale; in the face of dour 
Flemish opposition, he then: offered to 


come to dominate, it began by mastering 
foreign technology; .and then, with a large 
and protected domestic market, took to vig- 
orous exporting. The arms business will fol- 
low this pattern. EA 

In any country that has a defence indus- 
try, preferential treatment for local compa- 
nies can virtually be taken for granted. 
Around 90% of Japan’s: present defence 
procurement budget is spent in Japan. 

Japanese firms already produce a lot un- 
der licence from America. American de- 
fence officials told Congress earlier this 
month that it will be 10-15 years before Ja- 
pan is producing its own versions of such 
sophisticated American technology as the 


Aegis ship defence system. They may be 


wrong. Japan already has its own surface-to- 
surface missile, an air-to-surface missile ca- 
pable of rivalling France's Exocet, and an 


















Supplies 561% — 
— R&D 1-9% 
improvement 16-2% 


~ equipment ` 
acquisition 27:5% | 





~ other 10:5% 














on ch group's | 


eren, he said to Mr Leys 


en, VO Cap 
unimpressed. can, 

This is not necessarily the final chap- 
ter. With Mr De Benedetti’s takeover bid 
authorised, he could wind up with a 50% 


~ stake—18.6% directly controlled, plus 


the 17% of his camp followers plus 15% 
from his bid. The formal offer for the ex-. 
tra 15% begins on February 15th at BFr 
4,000 ($112m) per. share. But the 
stockmarket price has been above that 
and most uncommitted small sharehold- 
ers have already sold out.. Moreover, Mr 


Leysen has bid for 10m of the 12m new 


shares which the Générale wants to issue 
but which are blocked by the ruling of the 
commercial tribunal. n R 

-If these were to be unfrozen, his clan 
would have overall control even without 
help from the Suez group and Mr De 
Benedetti’s stake would be considerably 
diluted . What the Belgians call Europe 
real-life Dallas may have a few more epi- 
sodes to come. | 
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advanced fly-by-wire electronics system. 
Japanese firms will increasingly move 
into the business of adapting foreign mili- 
tary technology, and then into exporting. 
Mitsubishi Heavy Industry’s business jet is 
being produced alongside McDonnell 
Douglas e F-15 fighter. Leakage of licensed 
technology from military applications to 
civil projects seems almost inevitable. The 
Americans are rather worried about this. 
They are believed to be negotiating a secret 
agreement with the Japanese, designed to 
protect American military technology un- 
der licence from commercial exploitation 
by Japan. Japan's FSX fighter, which she Jap- 
-anese lobbied hard ro have developed at 
home, will be a version of General Dynam- 
ics’ F-16 Fighting Falcon, built under licence 
in Japan. The “loss” of the FSX was seen as a 
blow to Japan’s military aerospace industry 
at first, but the betting is that the aircraft 
will end up more Japanese than American. 
How long will it be before Japan e na- 
scent defence industry has outgrown its 
own backyard, and starts being a big ex- 
porter? The government’s ban on exporting 
weapons will not be an insuperable prob- 
lem. The T-2 trainer aircraft has been ex- 
ported; jeeps have been sold to the Nicara- 
guan army. Both these deals went through 
because the equipment was sold for suppos- 
edly civilian use; both are a sign that few 
believe in the ban on arms exports any 
more. Foreigners should be glad of this. 
Several NATO countries might become able 
to arm their defence forces more cheaply, 
with complicated electronic and other 
weapons that work reliably. | 












BONN AND LONDON 


Durin npa past decade West Germany’ s motor industry has gone from 


strengt 
of change. Or is sit t 


Soaring, sclerotic 
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HE motor industry is the heart of West 


Germany’s economic machine. Its vehi- 


cles are sold throughout the world on Ger- = 
man virtues like thoroughness and reliabil- 
ity and innovative skill. But competition in. ` 


the world market is growing tougher; and, 


as in all other manufacturing industries, the SC 
West Germans are working from an altta 


expensive home base. 


At first glance the motor industry's per — 
formance in 1987 leaves little to worry — 
DMH5 |. 
billion ($64 billion) and car production was . 
up by just over 1% to 4.4m. These. results. 
are a little better than the industry expected ` 
a year ago, but they have come when most ` 





about. Sales revenue rose by 4% to 


of Europe’s carmakers are booming. 


Britain’s car production rose 11% in | 
987; in Spain the rise was 10%; in France, - 
ah, which was the average for the West Bue 7 


ropean car industry as a whole. West Ger- 


many’s expansion was due solely to strong ` 

domestic demand. Buoyed by rising in- 
comes and tax breaks on low-exhaust-emis-- 
sion vehicles, domestic sales of West. Sah ` 
ast ` 
year. Exports fell 3% to 2.5m, dragged ` 
down by a 20% slump in deliveries to Amer, 











man cars rose by more than 7% to 1.9m 


ica, the biggest foreign market, and a 17% 
fall in Britain, the second biggest. | | 
The most publicised of the resultant 
troubles dented Porsche, a fast-car specialist 
and Wall Street status symbol. Porsche has 


slashed its dividend and aims to chop E 


put by nearly 40% in the year ending July 


31st. There are other disappointments to 
come. While their competitors have been ` ` 
cutting costs fiercely, the West Germans ` ` 
have failed to take the measures needed to ` 
offset the rise of the D-mark (up 47% since P 


1985 against the dollar). 










to strength, while Britain’s has struggled to keep up with the pace 
he other way around? 


Shouldn't they, for instance, “have set 
up assembly plants in America years ago, or 
at least be using the cheap dollar now to in- 
vest there—as, for example, the West Ger- 
man chemical giants have been doing? The 
trouble is that West German carmakers 
have not proved very good at this. Volks- 


-< wagen established a plant in Pennsylvania a 
‘decade ago, but then bungled its American 


marketing. It sold only 192,000 cars in 





_ America last year, 13% fewer than in 1986 
and only 5% of the market for foreign cars. 


For the past five years the Pennsylvania 
plant had been running at about 50% of : car 


pacity; in December Volkswagen closed it. 

Manufacturers of luxury German cars like 
Daimler-Benz do not want to produce in 
„America, because they would not SE Gerz 


man systems of quality control. 






Back home, West German wage costs d 
are among the highest in the world. Holi- 





ys are among the longest, which means 


at down for nearly 140 days a year. 
Put lic pressure to protect the environment 


_ is strong and growing. Corporate taxes are 
| high. Retained profits of joint stock compa- 
nies are taxed at close to 70%. Even after a- 







form planned by the conservative-led 
‘rnment for 1990, the rate will still be 


more than 60%; in Britain it is 35%. | 
All this, say optimists, forces West Ger- 

| man manufacturers to produce high-quality 
products. They are encouraged to do so by. 
rich and discriminating domestic buyers 
who want anti-lock brakes, catalytic con- 








“and BMW cannot raise prices with impt 


| While West Germans fret about the soar 


near Newcastle by two-thirds. And they 


have been moving production from W 
German plants to Britain to escape high 


American companies accounted for jus 
` over half of all cars sold in Britain last year 
some of which they supplied from plants i: 
West Germany. Before a strike paralysed 
operations in its British plants—see pag 
~~ 55--the company was even looking forward: 
to exporting from Britain, a cause it had 


it assembly lines in the vehicle industry long before given up. 


British Ford worker is estimated to cost 


Ford's Halewood and Dagenham plant 
have averaged 10-11% annually, compared 


p foie impressive productivity gains.. Be 
tween 1980 and 1987 productivity rose b 


state-owned Rover Group has cut its labo 
force by two-thirds since 1980; productivi 


plant. Its carmaking in Britain has gone w 
from the start. By 1992 it will be maki 






































much longer. Daimler is diversifying 
sectors like aerospace and electro 
Downmarket carmakers are migratin 
low-wage countries—like Britain. 


Better and better 


D-mark, the British can thank it for gi 
their motor industry a shot in the 
They can also thank the rising yen 
Nissan's decision last December to ra 
planned production capacity in its pli 


thank themselves for productivity 

that have made carmaking in Britain 

profitable than for decades. 
British subsidiaries of Ford and 


mark costs, helping to drive up British pp 
duction in 1987 to 1.14m vehicles, the high 
est since 1978. Between them, the tw 


Wages paid to Ford’s British voka 
are now far below West German levels. A 


45% less than a West German one. Over 
the past three years productivity gains i 


with the 8% annual improvement at Ford’ 
two ‘German carmaking plants. : 
-All the car companies in Britain ca 


6.8% a year in the automotive sector, whic! 
includes the components industry. Thi 
compares with an average annual gain 
5,4% for all British manufacturing. 


during that time has risen from around fo 
to 12 cars per man per year. | 

Productivity has risen fast partly | 
cause of the low level it started from. B 
comparisons with previously dismal perf 
mance does not explain Nissan’s decision 
invest a further £216m ($378m) in its n 


200,000 cars and each Nissan worker 
Britain will be producing around 40 car 
year, compared with the 17 that ea 
worker at Ford British plants produ 
now. No wonder Ford’s managers are tryi 
to convert their British workers to Japanese 
inspired acne of production. 3 






























































YWEDEN sets its wages in national ae 
J between the Lo, the confederation of 
rade unions, and the SAF, the employers’ 
onfederation. More than 85% of workers 
elong to trade unions and SAF employers 
ccount for 85% of all private-sector work- 
rs, In America, fewer than 20% of work- 
rs are unionised, and there is no central 
vage-bargaining organisation for employ- 
rs. Most wages are set firm by firm. What 
effect do such different wage-setting sys- 
tems have on real wages, and on levels of 
‘employment and inflation? | 
Conventional wisdom once held that 
centralised wage-bargaining was best for 
‘economic growth. It was more likely to de- 
liver a lower. average real wage, 
‘partly because it limited leap- 
frogging in pay awards and partly 
because national bargaining could 
‘take account of the effect of pay 
‘rises on inflation and unemploy- 
ment. Sweden, Norway and Austria 
“all have unemployment rates well 
` below the OECD average. 

Several studies by admirers of 
< Swedish-type policies have re- 

` porte a strong link between 
“centralisation in wage setting (or 
-“corporatism”’ as it is called in this 
context) and good, non-inflation- 
“ary economic growth. They say that 
the rate of inflation in the least cor- ` 
-poratist economies may, on aver- 
-age, be 5-7 percentage points higher 
ot a given rate of unemployment 
than in the most corporatist. In ` 
-other words, corporatist economies — 
“require less unemployment to re- 
strain wages. Such economies boast 

a lower NAIRU (non-accelerating-inflation 
rate of unemployment). 

Conservative economists have usually 
held the opposing view: that a 
decentralised system with wage negotia- 
tions at plant level works better because it 
allows market forces ro play a bigger role, 
which helps to restrain pay rises. Just look, 
they say, at the expansion of jobs in Amer- 
ica and Japan. 

A new study* to be published in the 
next issue of a British journal, “Economic 
Policy” delves interestingly deeper. The 
authors say that corporatism has been too 
‘loosely defined. The label embraces not 
only centralisation in bargaining, but also 
government involvement and vague no- 
tions of consensus between workers and 


employers. Some studies have put Japan in 


Which is better for a country’s economic health, a centralised or 
decentralised wage-bargaining system? Possible answer: either can 
work. The worst option is somewhere in between 





the same corporatist group as eee and 
Sweden ‘because of the strong consensus 
between Japanese workers and employ- 
ers—even though all wage bargaining in 
Japan takes place locally. Taking account 
of consensus may help to. explain wage 
moderation—but so what? You cannot 


devise a sheep-shepherding system for ti- 
gers. 


‘The study by Mr oe Calmfors and 
Mr John Driffill therefore focuses purely 
on the extent of iriter-employer and inter- 














` 1974-85 average minus 1963- 73 average, percentage points E 


union. co-operation in wage. bargaining, 8 
Their findings are clear and surprising. 
The authors compare the macroeco- 
nomic performance of 17 countries ac- 
cording to eight different indicators, in- 
cluding unemployment and the. “misery 
index” (the sum of inflation and unem- 
ployment). They split the countries into . 
three. groups—centralised, decentralisec 
and intermediate wage-bargaining- 
reach a striking result. The interm 
group is inferior to the other two 











on seven of the’ eight indicators. E 


ployment rose by an average of two and 
three percentage points respectively i in the ` 
centralised and the decentralised. econo- 
mies, but by almost five points In the i in 





termediate economies (see table). . 


„After further tests, , the authors ‘con 


complete “centralisa ion or PREN 
ation—work equally well. The worst out- 
come is achieved by compromise. This 
hump-shaped_ relationship is probably the 
product of two opposing effects. 

First, the more firms a union covers, 
the more market power workers have. In a 
single firm, a rise in wages means fewer 
jobs, since higher costs cannot easily be 
passed on to customers. So both employ- 
ers and workers have an incentive to re- 
strain pay. At industry or national level, 
wage costs can be more easily passed on. 
Demand for labour becomes less sensitive 
to wages, so there is less pressure on work- 
ers to restrain their demands. Industrial or 


national negotiations will tend to set a 


higher wage than local ones. 

On the other hand, workers negotiat- 
ing a pay rise at an individual firm can 
safely ignore its effect on the national rate 
of inflation. Wage rises agreed at a na- 
tional level will feed straight through into 

higher prices, and reduce the real 


Poor to p middling l gain from any given rise in money 
SH - pers Changet in wages. On this account, centralised 
d unemployment unemployment bargaining can provide a greater in- 

Country vate 1974-85,% ` ` rate 


centive for wage moderation. 
Countries with intermediate de- 
grees of centralisation—-West Ger- 
many, Holland, Belgium (and some 
might add Britain), which have in- 
dustry-wide rather than national or 
local bargaining—have the worst of 
both worlds. Unions have sufficient 
market power to increase wages, yet 
are still small enough | to ignore the 
macroeconomic effects of their ac- 
tions. The result is higher real 
wages and fewer jobs. 
< Which of the two banks should 
these countries swim  for— 
centralisation or decentralisation? 
Either can be good for moderation 
in average. wages, but flexibility 
around the average matters too. 
Rigid wages produce labour short- 
ages in some. sectors and unemployment 
in others. Centralised wage-bargaining is 
more likely than local to produce that 
kind of rigidity. If so—though this is a 
question the authors do not address— 
centralised bargaining may lead to lower 
output and higher unemployment than lo- 
cal bargaining at any given level of average 


wages. So countries floundering in the 
` middle would be advised to decentralise. 


But countries with very centralised ar- 
rangements may do best to stay where 
they are. A little decentralisation seems 
worse than none at all. 


*Centtalisation of Wage Bargaining and Macroeco- 
nomic Performance”, L. Calmfors and J. Driffill. Eco- 
nomic Policy No. 6 (April 1988), Cambridge Univer- 
sity Press, 
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From a map prepared for the London Docklands 
Development Corporation 








Where derelict la , 
greenfield site ` 


If Docklands was simply the largest ur Kat renewal 
would just be a biggish story. What mak 


+ a 


changes to the new Britain have happened —the 
decline of local democracy, the internationalisation of the economy, the 
death of old industries, the birth of new ones. Can the pushy confidence ` 
survive the stockmarket crash and the opposition of loca | 


"THE last of London’s upstream docks 


A closed in 1981; the port of London is — 


ow more than 20 miles by river from Tower 


„ridge. The ships left an area of over eight 


square miles, with 55 miles of waterfront and 
about 40,000 people. Much of the land was 
derelict; 20,000 jobs had gone in ten years. 


In 1981 the male unemployment rate in 
Newham, Tower Hamlets and Southwark— 


the three London boroughs within whose 
boundaries the docks lie—was, at 22%, 
about twice the national average: In the ar- 
eas abutting the docks, more than 90% of 
households rented accommodation from a 
local authority. Close by some of the world’s 
most expensive land in the City of London, 
property in Docklands was worthless. 

The urge to “do something” in Dock- 
lands has spawned schemes for 30 years. 
They were public-sector led, but the bor- 
oughs were not able to generate the kind of 
cash required to clean the land up for later 
business investment. At times, London’s 
politics got in the way. 


-East London has voted Labour 
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people? 


since George Lansbury (who later became 


leader of the party) went to prison with his 


colleagues on Poplar council in 1921 for use 
ing the rates to help the poor. Some of | 


Lansbury’s successors were opposed to in- 


vestment by big business, and hankered for: 
the area’s old communal sort of economic. 
development where the docks and small. 
manufacturing and service firms provided — 


mutual support. 


In 1980 Mrs Thatcher's first govern- 
ment changed tack. It set up the London 


Docklands Development Corporation 
(LDDC), an unelected body, to oversee urban 
renewal. The power of this quango rests on 
two pillars. First, it can buy and sell land, 
receiving a grant-in-aid each year from cen- 
tral government to do so. About £300m 
($525m) of public money has been commit- 
ted so far. The LODC uses the money to clean 
up the land, but the big profits go to those. 
who then develop it. Second, the Lope (not 
the elected councils of the boroughs) is the 
planning authority for the area. It is the un- 


elected body that says what activities may- 


take place where; what buildings, in w 
~~ shape, may be constructed. Conversel 
bas no duty to provide either housit 






SE Most of the business investment that. 





scheme in Europe it -nancial services. True, some light manu 


it fascinating is the way the gear, 


e . Docks, and most of Britain's national 


‘commercial development. As of Nove 
-agent, counted nearly 30m square feet of 
-fices planned or under construction In 
-development area, compared with a m 


-warehousing use. 


_. This means that its planning regime is ev 


~ that developments there are free of ra 


‘not move in until the unveiling of plan 


(CSFB) and Morgan Stanley—and the co 
pany of an American property develop 


_ called for three towers more than 800 
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ication, as local authorities do. 


he new City 


DC is leveraging into Docklands is fe 





turing will occur in the Surrey and 


papers are now printed in Docklands 
these plants will be dwarfed by office 


1987 Knight Frank & Rutley, an esta 


2.5m square feet dedicated to Industrie 


_ The bulk of the early development 
centred on the Isle of Dogs, the U-shay 
area almost enclosed by a meander o 
Thames. The Isle of Dogs is an enterpt 
zone as well as part of the area of the LD 





more liberal (ie, virtually non-existent) ; 


(property taxes) until 1992. | 
The big boys, many of them foreign, 


Canary Wharf, a strip of land running acr 
the West India docks. In 1985 developme 
of 12m square feet of the site was propos 
by a consortium im wich the main partn 
were two banks—Credit Suisse First Bost 


Mr Gooch Ware Travelstead. Their pl 
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high (which would have made them the tall- 
est in Europe), together with smaller build- 
ings. It envisaged moving the focus of Lon- 
don’s financial-services industry eastwards 
from the City. Canary Wharf, said its devel- 
opers, offered lower costs and the chance to 
build with large floors, and with ceilings 
high enough to cope with the cables and air- 
conditioning ducts that today’s offices need. 

These claims were lost in a welter 
of criticism. First, it was said, the pro- 
posal represented an unacceptably 
high risk. Second, it was aesthetically 
flaved—the towers ruined views like 
that from Sir Christopher Wren’s 
masterpiece at Greenwich, across the 
river. Third, many people doubted 
that the development consortium had 
the financial muscle needed. 

The third objection was correct. 
The Lope had shrewdly written the 
contract so that the developers were 
irrevocably committed to building 
£300m-worth of infrastructure. As 
the lead-time of the project dragged 
on, this contingency started to make 
the development look risky. Early in 
1987 csFB and Morgan Stanley pulled 
out of the investment, though they re- 
mained committed to taking office 
space on the site. A worldwide chase 
for a new developer ensued. In July 
Olympia & York, a Canadian prop- 
erty firm controlled by the rich; reti- 
cent and religious Reichmann family, 
stepped in and took over the whole 
development. At today’s prices, it will 
cost £3 billion-4 billion. 

Olympia & York has moved 
quickly to quell the second (aesthetic) 
objection. Its current flagship development, 
the World Financial Centre at Battery Park, 
on the tip of Manhattan, has been well re- 
ceived by architectural critics. The Cana- 
dian property company has reduced in size 
two of the three towers at Canary Wharf. It 
is committed to using Skidmore Owings & 
Merrill and other establishment architects 
there. No sooner had Sir Roy Strong retired 
as director of London e Victoria & Albert 
Museum than Olympia & York had signed 


him up as a design consultant. 





Short of tenants 


The objection that the project is too risky 
continues, however, to have its supporters. 
Almost all Docklands commercial building 
is now speculative, none more so than Ca- 
nary Wharf. It has not been pre-let beyond 
the commitment of CsFB. and Morgan Stan- 
ley to take 600,000 square feet each. Morgan 
Grenfell Securities, an arm of a London mer- 
chant bank, is among those who say Canary 
Wharf can never replicate the success of the 
World Financial Centre. That was cheek-by- 
jowl with Wall Street; Canary Wharf is 
much farther from the City. In Manhattan, 
Olympia & York wooed some tenants by 


70 
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buying from them the interests in their exist- 
ing buildings and relocating them in the 
World Financial Centre. Morgan Grenfell 
argues that ruse will not work in London be- 
cause so many headleases in the City are 
held either as long-term investments or by 
the City Corporation. 

Most critically, even before the 
stockmarket crash, the rush of foreign banks 





Paul Reichmann is Mr Big 


to London had slowed. Immediately after 
October 19th, Mr Michael Cassidy, the 
chairman of the City Planning Committee, 
said he thought that the boom in London 
development was over. If retrenchment 


looms in financial services, Canary Wharf 


will be exposed, and might be limited to just 
the back-office activities of securities houses, 
That, at least, is the conventional wisdom. 

, Mr Michael Dennis, Olympia & York's 
project manager for Canary Wharf, has 
heard it all before. He says, accurately, that 
whenever Olympia & York has embarked 
‘ona scheme of this magnitude it has finished 


it. Not pre-let? In 1981-82 4m square feet of 


the World Financial Centre was under con- 
struction of which 650,000 had been signed 
up. Is Canary Wharf too big a chunk (per- 
haps 7%) of the City and West-End market? 
First Canadian Plaza, a successful Olympia 
& York development of the 1970s, was then 
10% of the Toronto market. 

is Canary Wharf too far from the City? 
lr is here that Mr Dennis has perhaps the 
most intriguing reply to the doubters, for 
Olympia & York has quietly repositioned 
the development. The market for Canary 
Wharf, he says, is the whole of London, and 








anybody who may do business there—not 
just the City and the financial-services busi- 
nesses. In effect, Olympia & York is betting 
on the success of the British economy as a 
whole, and on London as an all-round busi- 
ness centre. 

Will it work? That depends on whether 
the London market for property continues 
to grow, and is driven by size (meaning floors 
of more than 25,000 square feet and 
buildings of up to 800,000 square 
feet) and quality (not just the high 
ceilings, but cinemas, florists and the 
like, to make the development attrac- 
tive). Canary Wharf is the only devel- 
opment in London that fits those 
bills. It is simply not feasible, what- 
ever its boosters may argue, for the 
City of London, now an unlovely, 
overbuilt square mile, to offer the po- 
tential of an almost empty site to the 
east. And Docklands remains a bar- 
gain. The top rent for quality accon 
modation in the Isle of Dogs is £2u 
($35) a square foot, free of rates until 
1992. Comparable space in the City 
costs £55-60 a square foot with rates 
on top. At a time of cost retrench- 
ment, Canary Wharf has some power- 
ful cards. 


Rocky IT? 

The main problem now is not:finan- 
cial muscle. Olympia & York has the 
staying power to wait for Canary 
Wharf to come good, much as the 
Rockefeller family had to wait for the 
speculatively built Rockefeller Centre 
in midtown Manhattan to fill up. But 
a wait there will be. The amenities— 
the bars, the restaurants, the clubs—that 
might attract affluent staff to Docklands are 
not yet in place. Nor is the transport system 
that would get these people there. The 
LDDC’s new road to service the Isle of Dogs 
will not be completed until 1992. The East 
London River Crossing, a new bridge to link 
with the south-east suburbs, will not be built 
before then. Meanwhile, public transport to 
the Isle of Dogs is provided mainly by a light 
railway with a capacity of 3,900 passengers 
an hour each way—far too little for an ofhce 
complex which may employ 60,000. 

It is for this reason that some property an- 
alysts now advise investment in the Royal 
Docks, where plans are not yet finalised. 
The Royals will be “locked” into the na- 
tional motorway network before the eastern 
end of Docklands, and have on their door- 
step the London City airport for short-haul 
flights. And—if the new road bridge is on 
time—it is the Royals that will have easiest 
access to the Channel tunnel, and hence to 
continental markets. 

Long-term plans for transport in Dock- 
lands reveal the development at its most am- 
bitious. The light railway is being upgraded 
and extended to the Bank of England, in the 
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the railway south of the river to Lewisham. 
This would be a real coup. It would mean 
that trains would not have to return to the 
City empty, as they do now. If all these 
things happen in the next ted years, as they 
probably will, they will count among some of 
Britain's most impressive infrastructural in- 
vestments this century. It is easy to get ex- 
cited. 


Plucky little what? 


The people who resolutely refuse to join in ` 


the whoopee are those who live in Dock- 
lands. They continue to give off a sullen, re- 
sentful air, as if the new economy of their 
area had nothing to do with them. 

This is due in part to the unbalanced pow- 
ers of the Lopc. Consider that old London 


music-hall duo: homes and roads. For the 
DC to build a new road to service the ` 


velopments, it has compulsorily to pur- 


chase land and demolish housing. But, be- 


cause it is not an elected local authority, the 
LDDC has no reponsibility to rehouse the dis- 


placed families. For that it must rely on the ` 
co-operation of the very boroughs whose. 
ambitions were trampled on when the LODC - 


was asked to do a job they thought. was 
theirs. The tension is not surprising. 


That tension is inevitably increased by the ` 


new housing in Docklands. East London is 
not homogeneous. Its eastern edge is almost 


suburban; on the west, Limehouse and 
Wapping have rows of old warehouses in- 


narrow streets, just right for designer-lofts 
like those in lower Manhattan. Plans call for 
the construction, either in new buildings n 
through refurbishment, of about 4,400 
housing units (80% of them flats) in Lime- 


house and Wapping. About 1,400 of the 
4,400 were completed by the end of 1987; 


another 2,000 were under construction. 


Much of this accommodation, close to the. 
ity with attractive waterside views, became 
available during the explosive growth of sale 
aries in the financial markets, and has been `- 
bought by City workers. A recent survey of $ 
Wapping by Knight Frank & Rutley found ` ` 
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property, mainly i in the Surrey Docks. These 
affordable’ ` homes—at £40,000 or less— 
are supposed to be reserved for original 
eastenders. The Docklands Forum, a con- 
sortium of neighbourhood organisations, 
blows a raspberry. It reckons that three- 
quarters of the people living in the three 
boroughs lack the income to service a mort- 
gage for even an “affordable” house. For six 
years, local activists and the ppc have been 
able to agree on nothing. 

The political climate is improving for the 
developers. Tower Hamlets is now con- 
trolled by the Liberal party and Newham’s 
Labour council is more co-operative. Even 
SO investors cannot expect to move into an 


‘area where all is sweetness and light. Ir could 
hardly be otherwise in a laboratory for the 


new Britain. Redevelopment has not, so far, 
brought many jobs for local people. Up to 


© March 1987, 7,897 jobs had been created in 
< Docklands; but of these, 5,059 were in estab- 
~ lishments that had been transferred from 
~ outside its area. Meanwhile, 3,355 Dock- 


lands jobs had been lost. Since many of the 
jobs transferred into the area came from 

elsewhere in east London, net employment 
able close to home for those living in 
Docklands probably decreased during the 
first six years of the LDDc. 

That will change, as developments start to 
be completed. But will the old residents ben- 


efit? The Docklands labour force is not 
highly skilled; a survey of the Isle of Dogs by © 
a London University group last year found ` 


that over 40% of the labour force had no 





that three-quarters of the householders E : 


there worked in the City, and that half were 


childless couples. The prices they are paying 
are far beyond the means of most cockneys. 

Housebuilding land in Wapping now sells 

for up to £4.6m ($8.1m) an acre; so flats sell 

for £300,000 and more. The market has, 
within a few years, become one judged by 
the norms of central London, not by those 
of the depressed East End. 

A more lurid version of the same story 
holds that a traditionally working-class 
neighbourhood has been “yuppified” (and 
worse: unsubstantiated whispers have it that 
some Wapping sites were financed by Brit- 
ain’s biggest robbery, the £26m Brinks-Mat 
bullion raid of 1983). The Lope replies, wea- 
ily, that away from the yuppy market it has 









000 new i homes’ on its own 


worry is that these jobs will go to outside 





a much of the rest of Britain. It takes a Cai 
_dian like Olympia & York’s Mr Dennis 


| confusion and alienation today. 







pared with 13.7%. nationally) : 
women (compared with 12.2% 
had higher-education qualifications. ` 
some criticism, the LDDC has tried to redr: 
the balance. A compact with Newham B 
ough stresses training. It needs to—most 
the new jobs in Docklands, even those int 
new printing plants, will demand skills d 
the indigenous community lacks. The 
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and that pockets of poverty will uneasil 
exist with great wealth, as in New York. 

How serious a worry is this? More. b 
tally, how much sympathy does the old co 
munity deserve? Note, first, that the old $ 
of London—that it is a city of a hundred 
lages—remains true in east London, if n 
where else in the conurbation. What the t 
of Britain knows as the Isle of Dogs, and e 
Londoners as “The Island”, is unknow 
those who live there. They would always. 
they came from either Millwall or Cuk 
Town. Further east, Silvertown and Nor 
Woolwich are quite strikingly isolated 
squashed between the inland sea of t 
Royal Docks and the river. 

Yet sympathy for plucky little communi 
ties like this is faintly patronising as well 
reactionary. Why shouldn't Docklands’ chil 
dren be able to win jobs in the industries o 
the future? In fact, they can; the cry of “local. 
jobs for local people” is simply out of date. A 
1987 study by Mr Andrew Church of Birk 
beck College found that 59% of the job 
held by 16 to 21 year olds in the Isle of Dog 
were in the City or central London. There i 
no logical reason to treat east London’s la 
bour market and its people as in any way dif 
ferent from those of the rest of London 
where inhabitants criss-cross the metropoli 
in search of work and play. 

‘No logical reason—but that does no 
quite take the trick. For good reasons o 
bad, east London is regarded as a place ap 
by both. the people who live there, and: 

































look at an aerial photograph of the deso 
tion of east London and say “I don’t ha 
the socio-psychological problem with 4 
that natives do.” 

For him, and for the Swedish, Danis 
West German and Japanese companies h 
tening to Docklands, east London is a lai 
of opportunity. So it should be for the Jo 
children for whom these risk-takers will fi 
jobs. All of them are on the right side of h 
tory. Do not expect the parents and gran 
parents of those children to agree. They: 
member the Queen Mum visiting bom 
sites, arc-lights in the docks so bright y 
could read at midnight, and “Land of Ho 
and Glory” playing in the pubs when a 
sian ship pulled in, In unlubricated Brita 
the price of prosperity tomorrow remai 


















































































































) not ever thus 


HE World Bank is not quite 
a world bank—Russia and a 
‘other countries are not mem- 
s—but it is nearly so. Known 
as the International Bank 
Reconstruction and Develop- 
nt, its shareholders are the 
ernments of its 151 member 
ntries. It lends to the poor 
ong these—disbursing the 
h either to governments or to 
vate-sector groups undertak- 
g- projects guaranteed by 
yvern ments. 

A commercial banker would 
e shocked at the thought of 
nding only to shareholders, 
and only to the least credit- 
worthy among them. But the 
World Bank is a development 
ageñcy aiming to promote devel- 
opment in poor countries, not to 
maximise profits. It is the largest 
ngle source of cash for develop- 
g countries, lending $14.1 bil- 
lion for 127 projects in its 1987 
nancial year. Its headquarters 
e in Washington, Dc; its staff 
of 6,000 includes more than 100 
ationalities. 

Unlike commercial banks, the 
rid Bank does not accept de- 
sits from the public. It has a 
cribed capital of $85 billion 
d its articles of agreement per- 
-it to borrow as much again 
the capital markets. Only 8% 
its capital is actually handed 
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-Other 3% 
OPEC 1% 
Euromarkets 2% 

-Switzerland 17%. 

Britain 2% 

Holland 7% 


S -W Germany 20% 









United States 22%- 


Two banks and two ways tolend 


Ry Total outstanding 
sie. 


vesting in growth 


! article i in our series on the institutions of economic policy 
s at the World Bank. One of the agencies conceived at the 


Bretton Woods conference in 1944—along with the IMF and the 
TT—its task today is to promote growth in poor countries. It 


over (“paid-up”, in Bank jar- 
gon); the rest is merely callable in 
an emergency, which has never 
happened. So the Bank depends 
overwhelmingly on the world’s 
capital markets for its funds. Its 


bonds have a triple-A rating, so it 


can always borrow on the most 


favourable terms. It then lends 
this money to developing coun- ` 


tries, charging them a slightly 


higher rate which floats up and 


down in line with market rates. 


These loans are then repayable. 


over 15to 20 years. ` 

Many poor countries cannot 
afford to pay the near-commer- 
cial rate of interest charged by 
the Bank. For them it has cre- 


ated a soft-lending affiliate, the 


International Development 
Association (IDA), which in 1960 
began granting 50-year loans car- 


rying a service charge of only 


34% a year. Last year the maturi- 


ties on new loans were cut to 40 


years for the neediest and 35 
years for others. Without ipa the 
World Bank could not live up to 
its name, since it would have no 
dealings with perhaps 30 of the 
poorest countries. IDA money 
generally goes only to.countries 
with average incomes of less than 
$400 a year. Over the years two 
dozen countries (such as South 
Korea, Colombia and the Philip- 













pines) have crossed this thresh: 





shina may 
IDA is Manca by grants ae 


rich member states. The money- 


soon runs out and has to be re- 

plenished, as a rule every three 
years. The current replenish- 
ment is the eighth (and known 


therefore as IDA-8); it is for $12.4 ! 


billion to run from 1988 to 1990. 
IDA lent $3.5 billion for 108 
projects in 1987. 

A second affiliate of the Bank 
is the International Finance Cor- 
poration. This provides non- 
guaranteed finance for private- 
sector projects (the Bank itself is 
piece from doing so by its 


_ articles). The EC provides equity 


capital as well as loans; its net in- 
vestments totalled $790m in 


1987, > | 
The- Bank has ‘always lene 


mainly for specific projects— 
ranging from roads and industry 
to agriculture and social projects 


such as nutrition, family plan-: 


ning ` and education. It also 
makes “programme” loans—-to 
cover the cost of essential im- 


ports such as fertilisers and in- 
dustrial raw materials. In recent 
years it has granted more loans 
tied to broader policy criteria” 
(eg, smaller budget deficits and 
lower import barriers) or to re: 
forms. in: particular sectors (eg, 
| higher prices for farm produce). es 


Five ages of the Bank 


The Bank has passed through 


five distinct phases of policy: 
è When it started business in 


1947 it was mainly a reconstruc- 


tion bank, aiming to rebuild the 
European economies that had 


first loan’ was to France.) Coun- 
tries, such 3 
were natura 
for economic 








-keener on loans 
development, but 











that» was: a a SECO ondary aim in this 





~E Asia & Pcie 
-10% 

+ Latin Ametica & 
+ Caribbean 5% 


Ge ec 
- business. 
elo the early 1950s the Bank 
- made loans for projects as a con- 
_servative banker rather than as 


plan’s 


| | diversified 
been shattered by the war. (lts ` 


e Chile and India ` 


World Bank® lending Approved ians (iscat years) 








in BEE ‘reconstruction 


a development agency. It was still 
trying to establish a good reputa- 


‘tion in the capital markets as an 
` issuer of. bonds; it therefore 


wanted to lend to the most 
creditworthy countries for con- 


ventional projects with a high 


rate of return. Its main borrow- 
ers were Western Europe, Japan, 


| Australia and a handful of Latin 
American countries. 


Ir com- 
plained that. poorer countries 
lacked the capacity to make good 
use of any cash it might lend 


them on commercial terms. Mr 


Eugene Black, president of tk- 
Bank between 1949 and 196 


initially opposed concessional ti- 


nance (aid) to developing coun- 
tries, saying that it would under- 
mine financial discipline. 


© In the late 1950s the Bank 


drew a lesson from the Marshall 
success: concessional 
money was not necessarily 
wasted money. Gradually it be- 


came an unashamed develop- 
ment lender. The Banks rich 


members (led by America) de- 


- cided to establish ipa to help 


only the poorest countries. The 


Bank’s focus shifted: from the 


most creditworthy countries to 


the least creditworthy ones. The 


nature: of projects. financed by 


"be Bank changed too. In earlier 
-years the emphasis had been on 


‘infrastructure’; now the Bank 
into lending for 
projects related to industry, agri- 
culture and education. 


e Under Mr Robert McNamara, 
president from 1968 to 1981, the 
Bank began to stress a new con- 

cern y about p por ty 


„Mr McNa- 
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Vietnam war) of having ice in his 
veins, but when he first visited 
Calcutta he was moved to tears 
by what he saw. He transformed 
the Bank by promoting loans for 
projects that would mostly help 
the rural poor, and for social 
projects such as population con- 


trol. He expanded Bank lending | 


from $954m in 1968 to $12.3 bil- 
lion in 1981, making the World 
Bank the most important of the 
development agencies. In doing 
so he stole the clothes of left- 
leaning critics who—with no 
sense of incongruity—had criti- 
cised the Bank both for not lend- 
ing enough and for lending too 
much on projects that benefited 
mainly the rich. 
 Zonservative economics has 
n the orthodoxy of the 
1730s, and the Bank has fol- 
lowed the trend. It had already 
come to realise that much aid 
was wasted in projects that could 
not succeed because the borrow- 
er's overall policies were faulty. 
For instance, farmers would not 
adopt new technology because 
their governments kept farm 
prices low. The world recession. 
of 1980-82 and the accompany- 


ing debt crisis underlined the ` 


need for better policies. So the 
Bank has lately become a policy 
reformer. 7 
`- Its émphasis shifted from tack- 
ling poverty to the deregulation 
of business and agriculture, fiscal 
prudence, competitive exchange 
rates and the privatisation of 


public-sector companies. Loans ` 


tied to policy changes shot up 
from $400m in 1980 to $4.4 bil- 

min 1987. They now account 
-r more than a quarter of the 
Bank’s fresh lending. 


Political breezes 

The Bank’s articles say that all 
decisions must be taken on 
purely economic grounds. In 
practice the Bank is constantly 
buffeted by political winds. It 
could hardly be otherwise: all its 
shareholders and clients are gov- 
ernments. But the Bank’s role 
can often seem even more sensi- 
tive than that of the mr. Its inter- 
ventions look further ahead and 
involve a greater margin of judg- 
ment over what is good and bad 
for growth. 

How have countries sought to 
influence the Bank? Through 
staff appointments, by withhold- 
ing increases in the Bank's capi- 







tal, by delaying ma's replenish- 
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to overturn an American vote—one reason that the Bank has 
been surprisingly independent of its main shareholder. 
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the Bank’s access to the capital 
markets, by arm-twisting behind 
the scenes, and (especially in the 
case of developing countries) by 
sheer power of persuasion. With 
all those weapons at the disposal 
of governments, the Bank has 
done well ro resist the pressures 
as much as it has. Even the most 


powerful shareholder has not al- 


ways had its own way. : 
America is the biggest share- 
holder and has the biggest clout. 
The Bank assigns voting power 
in proportion to capital subscrip- 
tions, which are in turn deter- 


mined by political haggling. 


When the Bank started in 1947 
America had the only capital 
market in which the Bank could 
sell’ bonds, and it controlled 
37'2% of the voting power. That 
has been cut by stages to roughly 
1912%,. Moreover, the Bank no 
longer relies on American inves- 
tors for its resources; today it 
borrows mainly in yen, D-marks 





and Swiss francs, not dollars, 


is- frequently out- 






way—-a bad mistake, say most critics today. 

Mr Julius Nyerere of Tanzania also made a great impression 
on Mr McNamara, adding impetus to the Bank’s shift to tack- 
ling poverty and rural development in the 1970s: Scandina- 
vian governments backed Mr Nyerere, not only in debates 

_ within the Bank but by giving huge sums of bilateral aid to 
-socialist experiments in Tanzania. Many of these stand as Afri- 
ca’s most spectacular development failures. However, tackling 

_ poverty still ranks high among the Bank’s priorities. Se 
As on everything else, Europe has rarely had a united posi- 
tion on development. West Germany emphasises sound f- 
nance and free-market principles. Britain has usually been 
keen to expand 1pA—partly because most of its loans in the 


Pakistan) that bought a lot of its exports. But most Europeans 


1960s and 1970s went to former dominions (such as India and 
do enjoy tweaking America’s tail. They have often combined 


_Nixon regarded. Mr. McN 
| Bag ol Toe, and 










MERICA is not the only country to have influenced the | 
A World Banke policies. It is often said that India has influ- 
enced the Bank as much as the Bank has influenced India. In 
the early 1950s India’s persistent urging in the United Nations 
and other forums made respectable the argument that conces- 
sional finance was a good investment in economic develop- | 
ment. The new climate of opinion led eventually to the cre- 
ation of ipa. More fundamentally, India changed the Bank 
from a commercial lender to a development agency. 

The Bank’s articles said that loans should normally be for 
the import of machinery, and only in exceptional cases to 
cover local costs or maintenance. But India soon created its 
own capital-goods industry. Was the Bank to penalise it by 
halting its loans? No, It re-interpreted its articles. Programme 
loans and policy-based loans followed later, in lineal descent 
from that re-interpretation. The success of India’s “green revo- 
lution” encouraged the Bank to design similar agricultural 
projects in several countries. India also persuaded Mr McNa- 
mara that the Bank should lend to public enterprises in a big 
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voted at board meetings, and no- 


body considers this unusual. In 


recent years the American exec- 
utive director on the board has 
been instructed by Congress to 
vote against loans for commod- 
ities thought to be in global sur- 
plus (wheat, soyabeans, citrus 
fruit, steel, copper), but the loans 


have nevertheless gone through. 


No steel loans have come before 
the Bank’s board for some years 


but policy loans to Mexico have ` 


in fact helped its steel producers. 
America traditionally has the 


right to appoint the Bank’s pret, 


dent. It also has a big say in the 
appointment of senior staff (who 
in turn tend to choose other staff 
with similar views). In this way 
America can ensure that the 
Bank’s philosophy is broadly 
compatible with its own. But this 
is not always so. Mr McNamara’s 
stress On poverty certainly did 
not reflect the philosophy of Mr 
Richard Nixon. Indeed, Mr 
Mic Namara 
ntec 








1950s that converted the Bar 
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White House and said it was 


sive increase in voting powe 


losophy—and the Bank mä 






































































countries were so solidly behi 
Mr McNamara that Mr Nie 
had to give him a second term: 

Nonetheless, it was large 
America’s liberal mood in t 





to concessional lending. The 
plosive growth of Bank lendi 
for poverty alleviation and rut 
development in the 1970s w 
possible only because Mr Hube 
Humphrey and other liberal 
America’s Congress felt strong 
about these themes and vot 
large sums for the Bank and mp 

The Bank was gung-ho abo 
lending for oil exploration af 
President Jimmy Carter had said 
it was a good idea, but the 
changed its tune when Mr Ro 
ald Reagan moved into d 





bad one. On debr, the Bank ec 
oed the American view in 198 
that the problem was one of 
short-term. liquidity shortage, 
and then switched with America 
in 1985 to hail the Baker plan ag 
the needed medium-term 
solution. 3 
A new leader? E 
As America loses ground in rela- 
tive economic strength and i 
voting power, will Japan take up 
the running as the most influen- 
tial shareholder? The Japanese 
have become more assertive re 
cently, demanding (and getting) 
a bigger voting share in the 
Bank. In the 1940s Japan’s share 
was tiny, less than that of Indi 
or China. Japan was a large bo 
rower from the Bank till 1966, at 
ter which it gradually became. 
bigger and bigger donor. Th 
enabled it to demand a progre 


which now stands at 544%, s 
ond only to America. z 

Japan has never promoted 
development philsophy of it 
own. It has usually gone alon 
with the Americans. That coul 
change in the years ahead. Japar 
has become the biggest lender it 
the world while America has be 
come the biggest borrower. E 
pan is the main buyer of th 
Bank’s bonds, and could in ch 
foreseeable future become t 
biggest contributor to IDA too 
As the world’s financial super 
power it seems destined t 
evolve its own development ph 





then have little choice but t 
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The surprising survival of the 


City’s old guard 


ée gpk what was going to happen 
after London’s Big Bang in October 
1986? The old split in corporate finance be- 
tween merchant bank and broker would go. 
These functions would be taken over by new 
integrated investment banks, bursting with 

d techniques. The arrival of more firms 
with more capital would lure in American 
methods of issuing share capital, driving out 


Financial advisers in British takeovers,1987 


the small and the weak. It hasn’t happened. 
The old houses have lost remarkably little of 
their grip; the old ways have proved remark- 
ably resilient. But for how long? 

Look at any measure of corporate-fi- 
nance activity (see the tables below for four). 
The firms that dominated in the early 1980s 
still do, even though names have changed as 
merchant bankers and brokers merged. Sev- 


Managers of rights and new issues, 1987 
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eral houses that have failed to make the 
grade in new areas of business nevertheless 
put in defiant performances in their corpo- 
rate-finance divisions last year. For instance, 
during the boom in takeovers and rights is- 
sues in 1986-87, companies favoured mer- 
chant banks such as Kleinwort Benson, 
Morgan Grenfell and Hill Samuel, even 
though the merchant banks’ brokerage arms 
were weak in distributing securities. 

Two more surprises: Morgan Grenfell, 
despite fall-out from the Guinness scandal, 
advised in 33 domestic takeovers with a 
value of £5.3 billion ($8.7 billion) last year. 
That was more in number and value than 
any other bank. Hill Samuel, which made a 
messy marriage with the Trustee Savings 
Bank, still boasted the longest merchant- 
banking list last year, even after many of its 
corporate-finance team had quit. 

Despite City talk about “one-stop shop- 
ping” versus “niche players”, it looks as if 
long-established relations between finance 
directors and their bankers and brokers still 
count for more than wodges of capital and 
wholesale shopping lists. According to a re- 
cent survey of 325 British companies by an 
American research firm, Greenwich Asso- 
clates, more companies favour separate roles 
for their merchant bank and for their corpo- 
rate broker than want integration. More 
than three-fifths consider integration to be 
of little importance. 

The traditional corporate stockbroker is 
a British curiosity. Its corporate-finance role 
is very different from the normal business of 
trading shares. The role is to advise compa- 
nies on what is going on in the stockmarket, 
and hence to fix the price of a rights issue or 
a takeover offer. In America that is the job of 
the investment bank. 

The reluctance of British companies to 
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dispense with such ancient practices may 
simply be inertia, which will fade as old pals 
move on. More than that, though, clients 
are still seeking good old-fashioned advice. 
That helps to explain the success of indepen- 
dently owned banks such as Lazard, N.M. 
Rothschild, Schroders and Baring, which 
have few stockbroking facilities. It also ex- 
plains the continued use of both merchant 
bank and broker to handle an issue: two ad- 
visers are regarded as better than one. 

Even the handful of successful inte- 
grated houses, which offer a whole range of 
banking products from takeover and merger 
advice to the raising and issuing of new se- 
curities, are now keener to stress the sepa- 
rate and traditional qualities of each of their 
divisions. When it bought Rowe & Pitman, 
a leading stockbroker, S.G. Warburg hoped 
to win merchant-banking takeover man- 
dates from Rowe & Pitman’s client list. But 
it has won fewer than expected, so it now 
stresses Rowe's independence. That way, it 
can continue to act as broker on a deal 
where a rival such as Kleinwort Benson acts 
as merchant bank. The corporate broker has 
kept the name Rowe & Pitman, while the 
bulk of the stockbroker has been immersed 
in Warburg. 

How long can brand loyalty last? While 
many firms are confused by the welter of un- 
solicited advice on offer, there are already 
signs that big companies, at least, are becom- 
ing more choosy. Firms can now as easily 
shop around a number of delicatessens as 
stick to just one food hall. For example, Brit- 
ish Petroleum, Britain’s largest firm, lists no 
financial advisers in the new ‘‘Crawford’s 
Directory of City Connections’’. British 
Telecom names Warburg as its banker and 
Cazenove, an independent partnership, as 
its stockbroker. But the company talks to a 
large number of other bankers and brokers. 
For instance, Morgan Guaranty and Mor- 
gan Stanley have both arranged bond issues 
on its behalf. 

The prime case of brand loyalty is pub- 
licity-shy Cazenove, which thrives on its cor- 
porate-broking role—from which it makes 
most of its profits. The only remaining large 
partnership in the City, it dwarfs rival cor- 
porate brokers, acting for 243 British firms, 
only 14 less than the combined total of its 
two nearest rivals. Before Big Bang, the firm 
prepared itself for changes in the corporate- 
finance business by setting up an underwrit- 
ing syndicate with a batch of its institutional 
friends. It has only had to use it 16 times 
since October 1986; its biggest underwriting 
so far has been £120m for Tarmac. 

Cazenove’s big strengths are the market 
intelligence and commitment it provides 
during takeovers, its placing power amongst 
institutions and the discretion which comes 
from independence. Oddly, the cloud of the 
Guinness scandal appears to have little wor- 
ried its corporate clients or the institutions 
who take shares from it. That could change 
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Salomon’s vice squad — 


NEW YORK 


HAOS continues at Salomon 

Brothers. Following an announce- 
ment on February 9th the investment 
bank now has four more vice-chairmen, 
making six in all. They are members, 
along with an increasingly cramped 
chairman, Mr John Gutfreund, of the 
“office of the chairman”. That body was 


set up two years ago in an attempt to cre- 


ate a more formal management structure 
than the firm’s old “yell across the trad- 
ing floor” method. The new aim, it 
seems, is to create trading-floor condi- 
tions in Mr Gutfreund’s office. 

Mr Gutfreund has had to appoint 
this posse of deputies to soothe the war- 





ring factions within his unhappy firm. 
This latest move again reflects the in- 
creasingly common split on Wall Street 
between traders and investment bank- 
ers. Rather late in the day Salomon, 
chiefly a trading house, is trying to 
strengthen its merchant-banking arm. 

The latest announcement was in part 
precipitated when two senior executives, 
Mr Warren Foss, the head of junk 
bonds, and Mr Robert Scully, in charge 
of capital markets, threatened to resign. 
If they are staying for now, others con- 
tinue to leave what is increasingly seen as 
a sinking ship. The chief financial offi- 
cer, Mr Gerald Rosenfeld, announced 
his resignation this week. He was the 
man with the job of bringing Salomon’s 
runaway costs under control. And in 
January Mr Ira Harris, a senior invest- 
ment banker based in Chicago, defected 
to Lazard Frères. 





if Cazenove proves to be deeply implicated. 

Ar the least, the debate on integration 
versus independence is not over. Groups 
like S.G. Warburg or Barclays de Zoete 
Wedd that can offer either approach look 
best placed for the long term. Others, such 
as Hoare Govett and Phillips & Drew, are 
trying to move in that direction but, as bro- 
kers, have found it hard to build up the nec- 
essary merchant-banking skills and contacts. 

Apart from a long and grizzly bear mar- 
ket, which would reduce the fees they earn 
from takeovers and new issues, what corpo- 
rate brokers most worry about is the aboli- 
tion of pre-emption rights. These give insti- 
tutions first refusal to take up rights issues in 
the companies they own. By continuing to 
enforce them, investors earn juicy sub-un- 
derwriting fees and provide a captive target 
for brokers distributing shares. The wither- 
ing of pre-emption rights would allow invest- 
ment banks to bid to place whole equity is- 
sues at the finest rates—as they do in 
America, where there are no pre-emption 
rights. For the moment, there seems no 
prospect of that, unless companies can force 
institutions to free their grip. 

If rights did go then it would be hard to 
prevent a slide towards one-stop investment 
banking. If a corporate broker and a sepa- 
rate merchant bank each demanded their 
own fees on a share issue or a takeover, nei- 
ther would be able to compete on price 
against an integrated firm. The leading cor- 
porate brokers admit that they would then 
be liable to lose business. Even Cazenove 
will follow the integrated route if that is the 
way the wind blows. 
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British banks 
New boundaries 
for County 


ATIONAL Westminster, Britain's larg- 

est commercial bank, plans to stream- 
line its sprawling “treasury”, and at the same 
time to redefine the business of its troubled 
investment-banking subsidiary, County 
NatWest. A bank’s treasury is concerned 
with borrowing rather than lending: it raises 





Cohen, County’s supermarketeer 
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The crash of '87 hit the Australian and South African e Zoe ae 
hard. They cores slighty hac the gold Although topped $500 in De- 


cember, but ha 
cheap, many will proba 


Ge markets are dominated by gold. 
d stocks account for almost 30% 


of he SE of the Johannesburg ` 


stockmarket. In Australia, gold-mining 


companies account for 10% of the al 


ordinaries index, but gold has a bigger im- 
pact on the market than that since most 


other mining companies have gold subsid- 


iaries. Gold mining has been one of Aus- 
tralia’s biggest growth industries. In 1982 
Australia produced 27,000 kilogrammes 
of gold. By 1986 it was producing 82,000. 
A problem for both markets is that 
gold has fallen out of favour’ with inves- 
tors. On December 14th the gold price 
reached $502 an ounce—the highest it 
had been since February 1983-—~sparking 
a brief rally in gold stocks. Since then in- 


vestors’ worries over inflation have dimin- 
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ished as the American economy has 
shown signs of sliding towards recession, 


| The price of bullion has drifted down to 


$440 while gold stocks have slumped. 


Since December they have fallen further, 
proportionately, than they fell after the , 
worldwide crash in October. As long as 


gold looks likelier to fall than rise, so will 
shares in Australia and South Africa. 

Turnover in the Australian market has 
dwindled from a pre-crash A$500m a day 
to around A$130m ($92m). In South Af- 
rica turnover is running at R30m-40m 
($10m-13.5m) a day compared with a pre- 
crash level of between R60m-80m. 

In Australia, the market’s despon- 
dency is typified by the discount at which 
the futures contract on the all-ordinaries 
index is trading. Usually, arbitragers keep 





ave plunged again this year. A 
des become cheaper still 


“stocks. This is likely to drive the “ 


line with | 


though some shares look 





the neroni cash position in the 


stockmarket. They buy the futures con- 
tract when it is cheap compared to the 


bundle of stocks that make it up, because 


they know that when the contract expires 


it must exactly equal the value of the un- 
derlying shares. Likewise, they sell the fu- 


tures (and buy the stocks) when the fu 
tures contract trades at a premium to the — 
_ stocks that make it up. 


_ In Sydney, the futures contract is now 
trading at a narrowing 20-point discount 


-to the cash index. This is happening be- 
cause investors are using the futures mar, 


ket (where it is often easier to sell than in 
the cash market) to get out of E 
eal” 
stockmarket lower since the See 
who are buying the futures contracts will 


want to cover themselves by selling stocks. 


The collapse has left the Australian 
stockmarket on a price/earnings (p/e) ra- 
tio of nine, based on expected profits in 


1988. In mid- 1987, the average was over 


19 and some gold stocks traded at over 50 
times their expected earnings. The crash 
of Australian gold-mining stocks has been 
spectacular. Unlike South African mines, 
Australian gold companies pay low divi- 
dends and so their share prices fall further 
for any given fall in the price of gold. 

The collapse in. the market has taken 


down solid companies as well as marginal — 
ones. Shares in Western Mining, which is ` 


capitalised at A$3.4 billion, have fallen 
20% in the last month. Besides gold, West- 


_ ern mines nickel and owns 42% of Alcoa 
of Australia, an aluminium-miner. It also 

-has a cash hoard. Analysts calculate that if 

its gold production is excluded the com- 


pany is worth A$2.65 a share yet the share 


price is now just A$4. That undervalues its. 
gold business: by 1990 it should nearly ` 


double existing production to 1.2m 
ounces—making it one of the world’s larg- 
est ten gold producers. It is also a cheap 


producer: Western Mining can produce 


gold at $184 an ounce. In 1990, even if 
gold has fallen to $425 an ounce, western’s 
p/e would be only seven. 


Despite such encouraging anomalies, 
Australian stockbrokers are gloomy. They 


say their small market—at its. peak last 


year it caly accounted for 8% of the 


` ounce: That spells a Joes, 









































Morgan Stanley Capital Internatio 
world index—trades like an option op 
rest of the world. By that, they mean th 
Australian stocks tend to move furth 
and faster in whichever direction t 
world moves—booming when the wo 
economy is strong, plummeting when 
goes towards recession. 

Like their Australian counterpa 
South African analysts are keener on 
market's non-resource stocks. Consun 
demand is picking up strongly in So 
Africa. A Johannesburg stockbrokerage 
Martin and Co, forecasts, for instan 
that South. Africa’ s imports will jumy 
from R28 billion in 1987 to R31 billi 
this year. And recent corporate r 
have been healthy. The financial 3 
industrials index on the Johannesburg ex 
change is trading on a p/e of between five 
and six and yields 5%. | 

Investors in South African gold stock, 
usually enjoy the protection of a high 
yield. ‘While North American and mosi S 
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Australian STE shares echt 
skimpy 2-3%, South African gold stock: 
yield well over 6%. That translates (pro 
dividend of about 9% for the dollar inv 
tor, since ‘nonSuth | African investo 
can profit from the 30% difference be 
tween the financial and commercial ex 
change rates for the rand. Ar the bottom 
of the last bear market in 1986 the average 
yield on South African gold-mine share 
touched 15%. , 

The yield on South African gold-min 
ing stocks could be risky. South African 
producers are vulnerable both to wag 
costs—labour accounts for 45% of their 
total costs—and to the price of gold. ` 
Bracken, for example, is yielding around 
17% but the dividend must be in questior 

since its cost of production is wech an 
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funds in the money markets to finance the 
bank: loans, as well as managing liabilities 
and dealing in foreign exchange. 

Officially, NatWest admits only that it 
will move the separate treasuries of its inter- 
national, domestic and merchant-banking 
divisions into one building. Unofficially, se- 


‘nior executives say this will be a prelude to 


integration. They also expect that County 
NatWest’s 370-man debt-securities division 
will be hived off from the merchant bank 
and put under the treasury. 

Because details of the changes are still 
undecided—McKinsey, a management con- 
sultancy, has not yet completed the report 
that NatWest hired it to provide on its trea- 
suries—the bank is embarrassed that news 
has emerged. The centralising policy will 
tread on the independence and egos of some 
senior managers. NatWest’s treasury opera- 
tions have long been considered sleepier 
than those of some of its rivals, such as Mid- 
land Bank. 

Mr Martin Owen, currently treasurer of 
County NatWest, is set ro head the 
centralised treasury once its merger is com- 
plete. The existing group treasurer, Mr Roy 
Haines, is due to retire next year. Mr Owen 
is only 41, and a rare high-flier in a bank 
noted more for its caution than its dyna- 
mism. Last December County NatWest’s 
loss-making debt-securities division—in- 
cluding swaps, commercial paper, Euro- 
bonds, gilts and American Treasury 
bonds—began reporting to Mr Owen. 

A slimmer County NatWest, based 
merely on equities, corporate finance and 
money management, will remain indepen- 
dent of the new treasury. The reorganisation 
has been planned for months and is unre- 
lated to County NatWest’s recent problems. 
But the initiative has come from the parent 
bank, and in particular from Mr Charles 
Green, its deputy chief executive and fi- 
nance director. 

The logic of linking debt securities to 
the treasury is that new risk-management 
techniques—such as swaps, futures and op- 
tions—have made distinctions between the 
two areas increasingly arbitrary. Much of the 
bond and swap business is now about man- 
aging interest-rate and currency risk, which 
is the treasury’s job. 

But the biggest reason for putting bond 
men physically close to the treasury, accord- 


_ing to County Nat West's chief executive, Mr 
D 


Jonathan Cohen, is that large British corpo- 
rate customers do want a one-stop service 
for their borrowings—whatever combina- 
tion of loan, bond, swap or commercial pa- 
per they choose. Mr Cohen believes that if 
specialists in these areas can learn to co-op- 
erate, NatWest will be able to provide a 
clearer and a speedier service. And a cheaper 
one: Mr Cohen notes that if NatWest could 
take a group-wide view on profitability, the 
Eurobond unit would be more willing to 
take a small loss on a deal for a company 
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which gave the bank much profitable busi- 
ness elsewhere. 

Such a strategy is the reverse of that cho- 
sen by Lloyds Bank, which no longer be- 
lieves that it must be a financial supermar- 
ket. A year ago, Lloyds announced that it 
was linking its merchant bank with its trea- 
sury operations. It changed its mind last 
June, when it decided to pull out of Euro- 
bonds and gilts; to put the rump of its debt- 
securities business into the treasury; and to 
leave independent its shrunken merchant 
bank, now mainly in corporate finance. 
Lloyds’ treasurer, Mr Alan Moore, says that 
it makes sense to co-ordinate the marketing 
of risk-management products, foreign ex- 
change and debt securities, since—especially 
at the short-term end—it tends to be the 
same corporate clients who buy all of them. 

Midland Bank was the first British 
bank to ape some of the Americans and 
combine investment banking and treasury 
operations. Two years ago it split Samuel 
Montagu into its various units and put them 
under its treasurer. Lloyds and NatWest, by 
contrast, have chosen to put only debt-re- 
lated units into their treasuries. Midland’s 
path was insulting to those investment bank- 
ers who believe themselves a breed apart. 
The results have been mixed: the corporate 
financiers have flourished, and increased 
their market share thanks to bids financed 
by the bank; but the Greenwell Montagu in- 


stitutional stockbroker suffered, and Mid 
land cannot find a buyer for the little of i 
that remains. 

Barclays Bank looks set, for the mo 
ment, to buck the trend and keep its mer: 
chant-banking subsidiary, Barclays de Zoete 
Wedd, free of parental interference. Senior 
staff hold a minority shareholding of about 
15%. Bzw plans to keep its own treasury. 
And the chairman, Sir Martin Jacomb, re- 
ports directly to Barclays’ chairman, Mr 
John Quinton—in contrast to his opposite 
numbers at County NatWest and Lloyds 
Merchant Bank, who both report to their 
parents’ chief executives. Lloyds Merchant 
Bank and County NatWest, unlike the rela- 
tively autonomous BZW, are essentially divi- 
sions of their parent. 

Sir Martin says that the nature of Bzw’s 
business lies behind Barclays’ reluctance, at 
present, to shift debt securities into the par- 
ent's treasury. BZW is strong in the longe 
term markets such as gilts and Treasu. , 
bonds, where the investors are often the 
same people who buy equities from it. So Sir 
Martin thinks it makes sense to pool re- 
sources for selling bonds and equities. How- 
ever, the main reason that Barclays is willing 
to allow BZW such a long leash is probably 
the confidence that it has in Bowie top man- 
agement—now bolstered by the arrival as 
chief executive of Mr David Band, formerly 
head of Morgan Guaranty in Europe. 





Bundesbank 


Independent deterrent at risk 


BONN 


We Germany's Bundesbank is 
proud, of its independence from po- 
litical interference. But now, that indepen- 


dence is facing its biggest challenge since 
the central bank was founded 31 years ago. 


Karl Otto sees a French threat 
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This is partly because the bank is caught up 
in political moves for closer co-operation 
between Germany and France; but it also 
has much to do with its international com 
mitments to stabilise the dollar. 4 

The most recent cause of worry 
at the Bundesbank was the founding 
on January 22nd by the French and 
West German governments of a joint 
“finance and economics council”. 
The new body, due to meet four 
times a year to co-ordinate policy, 
will be composed of the economics 
and finance ministers, and central- 
bank chiefs of the two countries. 
Harmless enough, surely? 

Very dangerous, say worried 
Bundesbankers. They had heard, 
long ago, that a new council was be- 
ing discussed by politicians but as- 
sumed it would be set up in a pretty 
loose form. Only on the evening of 
January 20th, less than 48 hours be- 
fore the council was signed into being 
in Paris, did they learn that much 
more was involved. At French insis- 
tence the new body is being estab- 
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lished under a supplementary protocol to 
the Franco-German friendship treaty of 
1963. After parliamentary ratification this 
will have the same binding force as the 
treaty itself. The protocol’s provisions 
might then prevail over those of the 
Bundesbank law of 1957, which gave the 
German central bank a degree of indepen- 
dence from government enjoyed by no 
other. 

For fear of that, the Bundesbank wants 
to have some sort of formal reminder of its 
status worked into the accord during par- 
liamentary ratification—perhaps a pream- 
ble. It is not likely to get it. Mr Helmut Kohl 
has pledged publicly that the new council 
will not undercut central-bank autonomy, 
and be reckons that will be guarantee 
enough. Bankers are not impressed. There 
would not be a parliamentary majority for 
backsliding at this late stage: it might seem 
like a snub to the French. Bankers are there- 

re worried. 

On the face of it, the fuss looks like 
petty legalism. But behind it lie important 
differences between the Bundesbank and 
the French: not just about present policy on 
currency intervention but also about the fu- 
ture shape of monetary co-operation in Eu- 
rope. The French groan that the 
Bundesbank does too little to prop up their 
franc within the European Monetary Sys- 
tem (EMS). That reflects long-standing 
French complaints that the Ems is really a 
D-mark-dominated zone in which other 
countries have to dance to the 
Bundesbank’s harsh monetary tune. In the 
past, many French welcomed that privately 
as a restraint on their government's infla- 
tionary ways. Increasingly, now that French 
inflation has been cut, and with a French 
presidential election immediately ahead, it 
is being seen as a restraint on growth. 

The Bundesbank fears that the new 
council will be used by the French to push 
ang demands not only for Rote German 

elp for the franc, but also for a European 
central bank with the ecu as a reserve cur- 
rency. The Bundesbank insists it also wants 
to see a European central bank one day, but 
only if the body enjoys at least as much in- 
dependence from politicians as the 
Bundesbank. It argues that German infla- 
tion has been among the lowest in the world 
because the central bank has not been 
forced, willy-nilly, to finance government 
deficits or to loosen monetary policy to sat- 
isfy political whims. The creation of a politi- 
cally dependent European central bank, the 
Bundesbank argues, would be a sure way of 
boosting inflation and undermining such 
integration as the EMS has achieved so far. 

Since the president of the Bundesbank, 
Mr Karl Otto Pöhl, has a seat on the 
Franco-German council, he will be able to 
put all those arguments. But he will be out- 
numbered there by politicians and the gov- 
ernor of the French central bank, Mr Jac- 
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ques de Larosiére, who has far less political 
independence than Mr Pöhl. 

Why did the West German government 
land the Bundesbank in this mess? The sur- 
prising answer has at least as much to do 
with defence as with monetary policy. Mr 
Kohl is worried, in the wake of the super- 
power accord over missiles, that America’s 
commitment to Europe’s defence may be 
weakening. So he is trying to organise 
greater defence co-operation among the Eu- 
ropeans, especially with France. 

The French made it clear that in return 
for their co-operation—for example in 
promising a greater role in West Germany's 
forward defence—they wanted commit- 
ments from Germany on economic and 
monetary policy. That also suits Mr Hans- 
Dietrich Genscher, Germany's foreign min- 
ister, who sees closer economic and defence 
ties as essential steps towards European po- 
litical union. As a result, two documents 
were signed, amid a lot of pomp, in Paris on 
January 22nd. One set up the economics 
council and the other established a joint de- 
fence council. 

Much of this reminds the Bundesbank 
unpleasantly of the late 1970s, when it was 
not told by Helmut Schmidt and Valéry 
Giscard d’Estaing about the impending cre- 
ation of the EMS until it was too late to say 
no. It also helps to explain why the 
Bundesbank would like Britain to become a 
full member, as Mr Pöhl again urged at a 
speech to the overseas bankers club in Lon- 
don on February Ist. The Bundesbank reck- 
ons that a Britain which was a full member 
of the EMS would be an ally in helping 
thwart wild Gallic schemes. The French 
want Britain in for the opposite reason: to 
dilute the Bundesbank’s control. 


Fury about fixed rates 


All this comes on top of broader interna- 
tional monetary problems which, in quite 
another way, are also affecting the 
Bundesbank’s autonomy. The Bundesbank 
was one of the few central banks that was 
glad to see the collapse of the Bretton 
Woods system of fixed exchange rates back 
in 1973. For the Bundesbank, the switch to 
floating rates freed it from the compulsion 
to defend a fixed rate by buying lots of dol- 
lars—a practice which increased D-mark 
money supply and thus increased the dan- 
ger of inflation. After 1973, it was much 
more free to follow whatever domestic mon- 
etary policy it felt was best. The creation of 
the EMS did not undermine that freedom, 
because it placed West Germany in such a 
dominant role. 

Since the Louvre accord to stabilise the 
dollar—agreed by the leading industrial na- 
tions a year ago—West German hegemony 
has been under attack again. A stable dollar 
seems in Germany's interest, but the 
Bundesbank reckons it is paying a big price 
to get it. Last year, its currency reserves 





FINANCE 
jumped by about 50% (the dollar compo- 
nent alone rose by nearly $15 billion), 
thanks mainly to intervention to prop up 
the dollar. As a result, the Bundesbank 
overshot its money-supply target for the sec- 
ond year in a row. 

The bank feels that this overshooting 
cannot go on indefinitely without pushing 
up prices—even though West Germany's 
current annual rate of inflation is less than 
1%. It would therefore quite like to tighten 
monetary policy by raising interest rates, 
but knows this would bring howls from the 
Americans and others. This is a dilemma the 
central bank has not faced for 15 years. 
Small wonder that a lot of Bundesbankers 
look glum, and shudder at the widely touted 
idea that the Louvre accord should presage 
a step towards a more general system of 
fixed exchange rates. 





Japanese rules 


Meeting of minds 


TOKYO 


A 


Fireside deregulators 





LMOST unnoticed, Japan's prime min- 
ister, Mr Noboru Takeshita, has or- 
dered a broad review of the regulation of fi- 
nancial services. While in Washington last 
month to visit President Reagan, Mr 
Takeshita, his friends say, was persuaded by 
the treasury secretary, Mr James Baker, of 
the merits of deregulation. On his return to 
Tokyo, Mr Takeshita set up a special com- 
mittee of 23 top businessmen, under the 
chairmanship of Mr Ryuzo Sejima, a special 
adviser to C. Itoh, a trading house, to re- 
view policy on deregulation. It has just held 
its first meeting. 
Though the committee will look at de- 
regulation in four main areas of the Japa- 
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nese economy—financial services, agricul- 
ture, distribution and transport—it is 
expected to concentrate on financial ser- 
vices and distribution. One of its deputy 
chairmen is Mr Koji Nakamura, director of 
the Nomura Research Institute, a subsidiary 
of Nomura Securities, Japan’s biggest 
stockbroker. 

The committee’s brief on financial ser- 
Vices is to review the liberalisation that has 
taken place so far. This concentrated first 
on the freeing of interest rates, mostly along 
the lines of a two-year plan set out by the 
Japanese-American “yen-dollar committee” 
in 1985; and second on increasing market 
access for foreign firms. The new committee 
has also been asked to look at all aspects of 
Japan’s markets, including the way the 
banking industry is split into compart- 
ments; the separation of commercial and in- 
vestment banking; and the postal savings 
system. It will make recommendations by 
the end of this year, and will probably sug- 
gest further liberalisations to be introduced 
from the financial year starting in April 
1989. 

In setting this up, Mr Takeshita has fol- 
lowed his predecessor, Mr Yasuhiro 
Nakasone, who used blue-riband commit- 
tees to get round bureaucratic obstinacy. 
That is why it has been poorly received by 
bureaucrats at the postal and finance minis- 
tries. At the finance ministry, it is seen as a 
way to circumvent feuding between the 
powerful banking and securities bureaux. 
Too often, these manage to strangle 
changes that might hurt their client indus- 
tries. Can the blue riband be used to stran- 
gle them? 





Hongkong’s rules 
Hercules Hay 


HONGKONG 


R IAN HAY DAVISON can be an 

abrasive chap. Will the former chief 
executive of Lloyd’s of London show that 
trait during his Herculean chore of cleaning 
up Hongkong’s stock and futures markets? 
His Securities Review Committee, set up af- 
ter the October crash, is now about halfway 
through its task and will recommend 
changes to Hongkong e regulators in June. 
As Mr Davison suggested in November, the 
markets have already taken some small re- 
medial actions, such as tightening capital 
and margin requirements for financial-fu- 
tures traders. Now Mr Davison is hinting at 
longer-term plans. 

He has given some worrying signs of 
punch-pulling, however. In late January he 
said he had to take into consideration "lo, 
cal characteristics in Hongkong.” Mr 
Davison admits that the exchange’s most 
glaring characteristic is that the public 
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Opening the stable door 


thinks there is corruption at the top. So just 
what does he mean to allow? 

It seems that he was not implying indul- 
gence about disclosure or insider trading. 
Although he says that there might not be 
time before June to address the issue of in- 
sider trading, fuller disclosure of sharehold- 
ers’ relationships with companies and of 
their share trades is certainly important. It 
could help the market to regulate insider 
trading by itself. Chinese businessmen and 
brokers argue that western disclosure re- 
quirements would hamper business if ap- 
plied in their mysterious East. Mr Davison 
does not buy that tired old line. 

He insists that local standards should 
reflect international practices more closely 
even if that chafes local brokers, who have 
resented and resisted the participation of 
international brokers. International bro- 
kers now account for up to 70% of the 
stockmarket’s turnover, but are not allowed 
to help govern the exchange. Mr Davison is 
quietly telling the locals that a change is to 
their long-term benefit. He believes that it 
will be important to keep international in- 
stitutions active in Hongkong well past 
1997, as a safeguard against communist in- 
terference when the colony is handed over 
to Beijing. In a spirit of reciprocity the locals 
are equally leery of Mr Davison’s line. 

Mr Davison concedes that in some ways 
Hongkong is different. There are only 280 
firms listed, but three times as many bro- 
kers. There is no trading of gilts or options. 
Ten families control just over half of the 
market’s HK$441 billion ($57 billion) 
capitalisation. 

But these peculiarities mean that 
tighter—not looser—rules are needed. Mr 
Davison sees the popular shell or “back- 
door” stockmarket listings as simply tricks 
for avoiding listing requirements. Shell list- 
ings, under which firms enter Hong Kong 
by taking over a thinly traded paper com- 
pany, were a favourite of the former chair- 





man of the stock exchange, Mr Ronald L 
who was charged in January with accepting 
shares worth HK$1.1lm ($141,000) as a 
bribe from Kumagai Gumi, a Japanese con- 
struction company. With Mr Li helping the 
police with their enquiries, the colony's Se- 
curities Commission has recently dissuaded 
at least five firms from Australia and New 
Zealand from using shell listings. 

Mr Davison is heeding strong opposi- 
tion among financiers to a bid by the Hong- 
kong & Shanghai Banking Corporation to 
own and operate a new clearing system for 
securities, which is urgently needed. For 
about ten years the introduction of a com- 
puterised central clearing system, or share 
depository, has been delayed by bickering 
over who would own it. 

The Hongkong Bank suggested as long 
ago as 1982 that it could house and operate 
such a system to replace Hongkong: 24- 
hour settlement system—a system 
honoured more in the breach than any- 
thing else. As much as HK$300m ($38m) 
year in fees could be at stake. Mr Davison 
would prefer the clearing system to be run 
as a non-profit-making operation. Some in- 
ternational brokers are urging the introduc- 
tion of a four-day settlement period. 

Nor is Mr Davison persuaded that 
Hongkong needs a second securities market 
to list companies too small for the stock ex- 
change. That will disappoint the newly 
formed Hongkong Venture Capital Associ- 
ation. On most other issues, Mr Davison is 
keeping an open mind. But he seems keen 
on achieving greater separation of power 
between the stock exchange’s chief execu- 
tive and its ruling committee; on ensuring 
that the committee becomes more represen- 
tative of the market’s participants; and on 
making the chief executive more indepen- 
dent. This latter task harks back to his trou- 
bles over independence at Lloyd's. There is 
more abrasiveness to come. ` 
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stoned on ice 


TORONTO 


GC NITIUS, altius, fortius”—swifter, 
higher, stronger—runs the tradi- 
tional Olympic motto. “With a little bio- 
chemical help”, might be a fitting contem- 
porary refrain. No sooner does the 
International Olympic Committee (10C) 
add more substances to its list of banned 
` igs than somebody finds a new way to 
it the rules. The 1988 winter games, 
which open in Calgary on February 13th, 
will probably bring forth new tricks. 

The substances banned already are di- 
vided into five classes. Three are familiar: 
narcotics and stimulants, plus anabolic ste- 
roids, which have been banned since 1984. 
The two new categories are diuretics and 
beta-blockers. To spot them, Dr Bruce 
Challis from Calgary University and Dr 
Robert Bayton from the local Foothills Hos- 
pital are running a drug-testing programme 
that will cost around $1.5m. 

Most of the stimulants, such as ephed- 
rine and amphetamines, act by binding to 
the same receptors in the nervous system as 
adrenaline. They can increase the heart rate 
and blood pressure and relax the bronchial 
muscles, which makes breathing easier. Nat- 
urally produced adrenaline is balanced in 
the body by noradrenaline, which moder- 
ates its effects. Stimulants taken orally or by 
injection can bypass this control system and 

e an extra advantage to an athlete whose 
competitors rely on natural vigour. 

Calm has its uses, too. Beta-blockers 
inhibit the action of adrenaline at one of its 
two main receptors. Drugs such as pro- 
pranolol and metoprolol reduce heart rate 
and blood pressure and stop your hands 
shaking. This is good for co-ordination (fig- 
ure skaters) and a great help for fast shoot- 
ing (biathlon competitors). 

Anabolic steroids are related to the 
male hormone testosterone and bind to the 
receptors found on all cells, making the cells 
proliferate and grow. In the case of muscle 
cells, this results in a large and rapid in- 
crease in bulk. In medicine, synthetically 
prepared anabolic steroids are meant to be 
given only to men who do not produce 
enough testosterone and to women under- 
going a sex change. Narcotics and analge- 
sics, such as codeine and morphine, are 
used in medicine to dull the sensation of 
pain. Athletes take them so that they can 
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perform even when injured. The 10C bans 
them to protect athletes from further in- 
jury—and from addiction. 

Its latest worry is drugs to prevent the 
detection of drugs: diuretics. These stop 
the kidneys absorbing water and salt, which 
causes loss of water from all tissues of the 
body. Their main use in sport is to dilute 
the urine so that it becomes harder to detect 
any other prohibited chemicals. 

All these drugs can be spotted by chro- 
matography—the separation of substances 
by passage through an absorbing medium. 
At the Los Angeles games in 1984 a com- 
bined process of gas chromatography and 
mass spectroscopy (GC-MS) was used. In GC- 
MS urine samples are vapourised and passed 
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Stimulants make you feel wonderful 





in gaseous form through a column contain- 
ing small beads coated with an organic liq- 
uid-film. Different substances in the urine 
will be absorbed differently by the column, 
depending on their chemical structure. 
Each substance will leave the column at a 
different time and the amount of each puri- 
fied substance can then be measured. The 
chemicals are fed into a device called a mass 
spectrometer, where their molecules are 
bombarded by electrons until they break 
into fragments. The ratios and sizes of frag- 
ments make a “fingerprint”, betraying each 
molecule in the urine sample. 

One problem with gas chromatography 
is that not all chemicals can easily be 
vapourised, At Calgary a more sophisti- 
cated technique called reverse-phase high- 
performance liquid chromatography (HPLC) 
will be used—together with gas chromatog- 
raphy—to get round the problem. HPLC can 
work with liquid samples, forcing them 
through its column of beads at pressure. To- - 
gether with mass-spectroscopy, the two 
techniques can detect between one mil- 
lionth and one billionth of a gram of a 
chemical per millilitre of urine, depending 
on the drug. 

Once the fingerprint of a chemical has 
been made, it is compared with a “library” 
of standard samples for identification. In 
addition to the hundreds of named banned 
drugs, there are also fingerprints for the 
substances they produce in the body. This 
means that if an enterprising athlete uses an 
unknown substance to achieve the effect of 
a banned drug, Dr Challis will know. The 
IOC's rules prohibit the use of substances 
that are “related” to forbidden chemicals. 

Awkwardly, some athletes can take 
banned drugs inadvertently. Many nasal de- 
congestants contain ephedrine, and some 
cough syrups have codeine. Dr Challis says 
that stimulants can be found even in herbal 
teas. Some idea of whether the drug was 
taken maliciously can be gathered from the 
amount in urine. Because the 10C does not 
recognise “acceptable limits” for banned 
drugs, the presence of such substances has 
to be explained to the 10¢’s medical com- 
mission, and may result in disqualification. 
But it is doubtful if there have been any un- 
fair disqualifications. It is certain that many 
drug-cheaters have avoided detection. 

However much the 10C pours into de- 
tection—the equipment for liquid chro- 
matography and mass-spectroscopy alone 
costs over $500,000—illegal ways of en- 
hancing performance usually keep a couple 
of years ahead. For example, blood doping 
involves storing samples of your own blood 
and re-injecting red cells just before compet- 
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ing. It cannot be spotted. Blood doping in- 
creases the oxygen capacity of blood and 
prevents the painful accumulation of lactic 
acid in exercising muscles. Its main use is for 
athletes who have to repeat movements 
many times. The practice was banned, 
toothlessly, after the Los Angeles games, 
when American cyclists openly admitted it. 

Another emerging trick—unconfirmed 
but strongly suspected by many doctors in 
sport—is the injection of hormones to stim- 
ulate muscle growth. The abuse of growth 
hormones, which act similarly to anabolic 
steroids, is hard to detect because they are 
effective in small concentrations and occur 
naturally in the body. Because the 10C is re- 
luctant to ban things it cannot test, the only 
hormone ruled out for now is beta-human 
chorionic gonadotrophin, which is found 
naturally only in pregnant women. 

Endorphins, potent narcotics found 
naturally in the body, are a logical next step 
after hormones. Like many hormones, their 
use would be difficult to detect because they 
are potent in small quantities. One comfort: 
the cost of synthetic endorphins and hor- 
mones will prevent all but the richest 
sportsmen from indulging. Unless there is 
cheating from teams’ officials or govern- 
ments, it is probably economics not tech- 
nology that will protect the Olympics from 
the worst new-fangled tricks. 





Waste disposal 


Garbology 


NEW YORK 


ACH year every American produces, on 

average, around a tonne of rubbish; 
and American industry churns out about 
250m tonnes of hazardous waste. Until re- 
cently, this detritus was usually buried in 
the ground. But nearly half of America’s cit- 
ies will have filled up their underground 
rubbish dumps by 1990. And many of them 
are being closed early because of toughen- 
ing environmental laws. The federal gov- 
ernment will not allow any new ones to be 
dug because it is worried about contami- 
nated drinking water. Hence the burgeon- 
ing science of garbology—or how to get rid 
of rubbish more effectively. 

When companies cannot bury their 
hazardous or solid (ie, run-of-the-mill) 
waste, they usually burn it in a rotating 
drum called a rotary kiln. Such kilns have 
two problems. First, it costs up to $100m to 
build the best and biggest kilns, and 
$100,000 to burn each tonne of waste. Sec- 
ondly, the process makes ashes with a high 
concentration of toxic substances. 

Some new ideas may help to reduce the 
costs of incineration. For example, the flu- 
idized bed incinerators developed by 
Rollins Environmental Services, of Wil- 
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Where every day is the morning after 


mington, Delaware, suspend waste in gran- 
ular-like materials to ensure that the heat 
generated by combustion spreads evenly 
throughout the incinerator. The process 
uses less energy than rotary kilns. Shirco In- 
frared Systems in Dallas has developed a 
technique in which waste is carried along a 
conveyor belt and bombarded with infrared 
beams. The beams reduce the volume of 
waste by evaporating the liquids inside it. 

Plenty of garbology companies are us- 
ing old-fashioned chemistry to clean up 
waste. Techniques of filtration and absorp- 
tion are used to separate the nastiest con- 
stituents according to the different physical 
characteristics of their molecules—such as 
their weight, size or electrical charge. The 
dangerous substances can then be chemi- 
cally treated—or even recycled. Metals, for 
example, can be used to fill in roads or form 
barrier reefs. 

Resource Engineering, in Houston, has 
developed an electrochemical way to re- 
move chlorine from organic materials and 
turn it into innocuous sodium choloride 
(that is, salt). Chlorinated chemicals are 
among the most toxic. It usually takes 
plenty of energy to split chlorine atoms off a 
molecule because the chemical bonds hold- 
ing them on are particularly tight. The 
trick—the company will not say much 
about it—seems to be to convert organic 
material into something else before splitting 
the chlorine off with electrical energy. Re- 
source Engineering has built a prototype de- 
chlorinating plant to treat pesticides. 

The company has also used naturally 
occurring micro-organisms to help turn 
waste into water and carbon dioxide. It has 
just finished the largest-ever field trial using 
microbes to help clean up part of French 
Limited, an improbably named lagoon near 
Houston that several companies have used 
as a chemical dump. Resource Engineering 
helped natural garbage-eating microbes to 
flourish by pumping oxygen and nutrients 
into the lagoon and making sure that the 





resulting soup was stirred continuot ` 
The company thinks it would cost $4 
50m and take three-four years to clean the 
whole lagoon, which contains 80,000 cubic 
yards of contaminated sludge and 70,000 
cubic yards of contaminated soil and sand. 
This compares with a cost of $140m and 
four-six years using a standard incinerator. 
Several garbology companies would like 
to grow their own microbes to get just the 
right bug for the job. One way would be to 
examine plenty of naturally occurring bugs 
in the laboratory and selectively breed the 
most voracious. Polybac in Allentown, 
Pennsylvania, among others, is trying this 
approach. A more efficient way would be to 
engineer them genetically. The trouble with 
tailor-made bugs is that they may them- 
selves be a hazard. Most companies think 
that America’s Environmental Protection 
Agency would not allow such bacteria to be 
released into the wild, for fear of creating a 
bigger environmental problem later on. 


Appropriate technology 


The geothermal 
aubergine 


GABES, TUNISIA 


ARMING needs water. In Tunisia, 

which wants to increase its agricultural 
exports and earn hard currency, that means 
digging deep, expensive wells to aquifers— 
regions of porous rock containing water. 
The amount of water a greenhouse needs 
can be reduced by using drip-irrigation, 
where the water comes in pipes, instead of 
open-channel irrigation. But even. if the 
amount of water can thus be cut by half, 
there is a fine balance between potential in- 
come and the cost of building a greenhouse. 


A team of development workers headed by 
Dr Herman Verlodt thinks it has found a 


THE ECONOMIST FEBRUARY 13 1988 


SC a Wi tee 
4 F Ti e H y 
` = D D bl Le 
° ; 2 af i 
— Ae, 


D wl a Lë . a 
€ wi E, e wgl Cee iis. ` He ` 
a 5, DS oi 


SCIENCE AND TECHNOLOGY 





When the humming has to stop 


FTER singing for their supper, 
hummingbirds sleep soundly. When 
they hover around, sucking nectar from 
hibiscus flowers during the day, their 
wings beat about 60 times a second. The 
air hums with the vibrations. At night, 
however, they are still and silent. Their 
y temperature plummets to less than 
half their waking temperature. To warm 
them back up takes plenty of energy— 
sometimes more than the hummingbird 
has stored. When that happens, the 
hummingbird sleeps on for ever. 

An expedition led by Dr John 
Steffensen from the University of Aarhus 
in Denmark went to Brazil to see how 
hummingbirds manage their energy sup- 
plies. It concentrated on the grounds of 
the Biological Museum in Santa Teresa, 
500 kilometres north of Rio de Janeiro. 
The park boasts 3,000 wild humming- 
birds from 15 species, including the tiny 
Lophornis magnifica, whose name refers 
to its green, red and white plumage rather 
than its size. Its body would fit onto this 
paragraph with room to spare. The team 
was keen to compare hovering birds with 
those just emerging from torpor. 

To study hovering birds, they made a 





way to tip that balance. The team makes use 
of something that used to be troublesome 
waste, 

That something is heat. Elsewhere in 
the Mahgreb, water from deep aquifers is 
passed through cooling tanks before it is ap- 
plied to soil in the greenhouses. It is too hot 
to use for direct irrigation when it first 
comes up from the ground. Hot water 

arms roots and dumps salts into the soil. 
the new Tunisian system the hot water— 
under pressure from the wells—is piped 
through plastic tubes around the green- 
houses to warm them at night and on cool 
winter days. As it warms the greenhouse the 
water loses heat until it is cool enough to be 
used for irrigation—a refreshingly simple 
use of geothermal energy. 

Dr Verlodt, a Belgian attached to Tuni- 
sia's agriculture ministry, thinks that the in- 
creased crop growth in geothermal green- 
houses more than justifies their cost. Yields 
have increased markedly in the early ones. 
For tomatoes they have nearly doubled. 
The system suits farmers who want to grow 
salad vegetables and exotic fruits that the 
rich, cold countries cannot grow year- 
round. The idea is to export these crops— 
tomatoes, melons, peppers, cucumbers and 
aubergines, for example—for high prices 
when they are scarce in European and Japa- 
nese markets. 

The economics of the experiment have 
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mock flower by painting a small funnel 
red. At the bottom of the funnel was a 
pool of sugary water masquerading as nec- 
tar. The hummingbirds poked their beaks 
into the funnels to get at the water. While 
they dined, instruments in the funnel 
measured their respiration rates and the 
composition of the air they breathed out. 
The scientists also measured the 
hummingbirds’ heartbeats. 

They found that a hovering ten-gram 
bird used about halfa litre of oxygen every 
hour. In terms of oxygen per gram, that is 
about ten times the amount an energetic 


person might use up in the same time. To 





On wings of song 


been subjected to some close scrutiny. The 
United Nations Food and Agriculture 
Organisation (FAO) criticised the scheme in 
a report early last year, before the green- 
houses started work. It concluded that, by 
comparison with a similar scheme (a pro- 
tected cultivation project in Almeria, 
Spain), the cost of production was too high. 
Dr Verlodt replied that the FAO was not 
comparing like with like—the Spanish 
scheme does not use geothermal energy— 
and had included some high-cost, high- 
technology items which it does not require. 

The FAO included sophisticated equip- 
ment like heat exchangers in its costings, 
but the project does not use them. Instead 
of expensive metal frames the greenhouses 
are supported by wood: the necessary plas- 
tic coverings and plastic tubes are made lo- 
cally. Such shrewd and simple design ex- 
ploits local know-how to make the scheme 
practical. 

Although the FAO predicted it would be 
decades before the project pays its way, Dr 
Verlodt is confident that the 6-8 Tunisian 
dinars ($7-9) per square metre that small, 
heated greenhouses cost can be recouped in 
under five years, possibly in one. It depends 
on the crop grown and the demand for it. 
Neither the FAO’s figures nor his include 
the drilling of a well (which might have to 
be 2,000 metres deep) to tap the hot water. 
It is assumed that the greenhouse clusters 








pump all this oxygen around its bodya | — 
hummingbird’s heartbeat has to be | | 
high—about 1,440 beats per minute, 

compared to around 110 for an exercising | 
human. The oxygen is used to burn up | 
food, making the energy that keeps the | 
bird warm and powers its wings. Eating | 
lets it hover, and hovering lets it eat. | 

During the day such an energetic | 
metabolism keeps a hummingbird’s body 
temperature at about 40°C. But the birds | 
cannot store enough food in their tiny 
bodies to keep their temperature that 
high all night. So at night L. magnifica 
slows its metabolism enough to cut its 
body temperature by 20-30°C. It may 
breathe around 50-100 times less oxygen 
than during the day, which means that it 
uses up 50-100 times less food. It works 
well, but it does mean that waking up is 
hard to do. 

Dr Steffensen found that the bird uses 
almost as much oxygen shivering itself 
awake in the morning as it does when hov- 
ering. It takes the bird about 15-20 min- 
utes to raise its temperature back up to its 
day-time level—all the time using up en- 
ergy. With only small food reserves, the 
birds—especially small ones like L. 
magnifica—sometimes -get only one 
chance to wake up. If they nod off again, 
they sleep the sleep of the dead. 








will be near existing wells. 

Since the experiment began two years 
ago, five hectares of experimental green- 
house have been erected at 11 sites around 
Tunisia. Most of them are in the central 
belt, close to the chotts (salt seas) of the ` — 
northern Sahara, where they have the best 
hot-water resources. By 1991, with money ` 
from the United Nations Development Pro- 
gramme and the Belgian and Tunisian gov- 
ernments, Dr Vérlodt aims to have 150 
hectares of greenhouses run by small ` 
farmers. 

Shortly after this stage (by which time 
the cost is expected to fall to just over 3 di- 
nars per square metre), the project will be 
opened to bigger farmers cultivating up to 
three hectares of greenhouse each. Dr j 
Verlodt is encouraged by the reactions he ` —— 
has had from farmers who have had the ade ` 
vantages of growing for the export market 
explained to them. He is expecting more ap- 7 
plicants than he will have sites. of 
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Du Pont product. It was invented by 
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A multi-media resource kit consisting of four bro- 
i ‘chures, a sound/slide presentation (including a 
storyboard) and promotional items. {tis intended to 
serve as a step-by-step guide for employers and trade 
unions in general, and in particular for supervisors, 
welfare officers, personnel managers, works’ medi- 
| cal officers, and others who are involved with 
developing appropriate responses aimed at prevent- 
ing or. resolving drug and alcohol problems. 
A detailed prospectus is available on request, 


ISBN 92- 2-105823-9 £66; USS$105; SF150 


Rehabilitation approaches to 


drug and alcohol dependence 
by B: Shahandeh . 


Dependence on drugs and alcohol not et. causes. 
work performance to suffer but also prevents some 
people from working at all. This book deals:in depth 
with the difficult problem of rehabilitating people who 
are dependent and of reintegrating them into active 
` social and economic life. it-describes in detail ~~ 
multi-sectoral. approach to planning and organis 
the relevant services, and stresses the need for 
fullest possible involvement of the community. 
ISBN 92-2-100526-7 £6.60; US$10.50; SFIS 
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The untouchables 


STALKER. By John Stalker. Harrap. 288 pages. £12.95. To be published in America by 


Viking 
O WONDER Mr Tom King, the Brit- 


ish secretary of state for Northern lre- 

land, regards Mr John Stalker with irrita- 
tion. Mr Stalker has written a book that has 
already caused Mr King a good deal of un- 
pleasantness and can be guaranteed to cause 
a lot more. He was asked to investigate a se- 
ries of killings by policemen in Northern Ire- 
land; when it became clear that his findings 
| have damaging political implications, 

government decision was (he claims) made 
to remove him. 

Mr Stalker has now taken his revenge. 
He has written the story of his investigation 
and his humiliating suspension on charges 
of which he was subsequently cleared. Mr 
Stalker tells the tale well, with none of the 
rambling repetitiveness of that other embar- 
rassment to the Tory government, Mr Peter 
Wright's “Spycatcher”. Indeed, it reads like 
a rattling good detective story, and no doubt 
will eventually be made into a popular film. 

In che autumn of 1982 three men of the 
Royal Ulster Constabulary were killed by a 
landmine planted by the Irish Republican 
Army. An informant gave the RUC the 
names of IRA men said to have carried out 
the ambush. Four of them, all unarmed, 
were subsequently shot by the RUC. 

In May 1984 Mr Stalker was appointed, 
technically by Sir John Hermon, chief con- 
stable of the Royal Ulster Constabulary, but 
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actually at the behest of the director of pub- 
lic prosecutions for Northern Ireland, with 
whom Sir John was already in disagreement 
over the handling of the killings. Mr Stalker 
was asked to look into the killings and two 
others, one involving an unarmed teenager 
called Martin Tighe who had no terrorist 
connections. He found sloppy policing, dis- 
honesty and large payments to informers. 
He also found “a police inclination to 
shoot suspects dead without warning rather 
than to arrest them.” To confirm this, Mr 
Stalker sought access to what he regarded as 
a crucial piece of evidence in the Tighe case. 
The ruc claimed that Tighe was shot only 
after a warning had been shouted; Tighe’s 
companion, who survived, claimed that no 
warning had been given. The hay-shed in 
which Tighe was killed was the one in which 
the explosives used to murder the three RUC 
men had been stored; it was being “bugged” 
by the British security service, M15. From Jan- 
uary 1985 until his eventual removal from 
the case jn May 1986, Mr Stalker tried to get 
Sir John Hermon to hand over the tape. Sir 
John argued, prevaricated, refused and 
claimed thar the tape had been destroyed. 
Mr Stalker's problem, as he realises in a 
rueful conclusion, is that he tried to apply to 
Northern Ireland the detached standards of 
policing in Britain. It took him time to 
realise that, in Ulster, neutrality is impossi- 


ble. Any contact with Republicans—even a 
brief conversation with the solicitor of Mar- 
tin Tighe’s companion—was interpreted by 
the largely Protestant RUC as evidence of 
hostility. 

Mr Stalker saw it as essential that the 
RUC should clear itself of any suspicion that 
an unarmed boy had been shot in cold blood 
by policemen who then plotted to conceal 
the evidence. Sir John Hermon believed that 
the RUC should set its own house in order. 
His men had increasingly taken on tasks for- 
merly done by soldiers. Sir John had a dan- 
gerous and complicated political job to do; 
Mr Stalker refused to allow such consider- 
ations to temper his search for the truth. 

In spite of his persistence—obsessive- 
ness, ministers would grumble—he failed to 
win the political support he needed. The ac- 
cusations of impropriety which led to Mr 
Stalker’s removal from the investigation 
were almost certainly trumped up. He 
guesses that the decision to remove him was 
taken “at the highest levels” of the British 
government, after it became clear that his in- 
terim report did not merely “threaten the 
stability and reputation of the RUC, [but] 
raised disturbing questions about the effec- 
tiveness of the political controls and supervi- 
sion exercised over it.” 

When Mr Stalker said he intended to re- 
turn to Belfast to question some of the RUC’s 
top men, and that he would have to discuss 
the disciplinary implications of their behav- 
iour, somebody—civil servants? minis- 
ters’—panicked. The Anglo-lrish agreement 
had been signed the previous autumn, to the 
fury of Ulster Protestants. It was Sir John 
Hermon who reassured British (and Irish) 
ministers that Protestant indignation could 
be contained. His Protestant police were 
threatened and injured by their co-religion- 
ists; they held firm. That the Anglo-lrish 
agreement survived was thanks largely to Sir 
John, in the summer after Mr Stalker had 
been removed. “I was expendable,” says Mr 
Stalker; “he was not.” 

The British attorney general has now de- 
cided that no criminal charges will be 
brought against RUC men in spite of evi- 
dence that they conspired to pervert the 
course of justice. The government hopes 
that Sir John will hold his own disciplinary 
inquiry. On past form, he will make it as dif- 
ficult as possible. Without the backing of the 
prime minister herself, Mr King will find it 
hard to persuade him. 

Yet persuade him he must. Having al- 
lowed the Stalker inquiry to be set up, the 
government must face the consequences. 
However great the special problems of 
Northern Ireland, policemen who pervert 
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the course of justice must be brought to trial. 


Otherwise, they are likely to draw the peril- 
ous conclusion that they stand differently, in 
the eyes of the law, from other citizens. In 
that, Mr Stalker is right. 
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Economic development 


Gain without 
pain? 


| ADJUSTMENT WITH A Human Face. Edited 
by Giovanni Andrea Cornia, Richard Jolly 
and Frances Stewart. Oxford University 
Press; 319 pages; £27.50 & $55 


` Ms study is intended to signal a shift in 
A thinking at UNICEF, the aid agency that 
-sponsored it, and throughout the develop- 
ment industry. In five papers on the squeeze 
. faced by many poor countries in the 1980s, 

and ten more on how policies should be 
_ changed to take account of it, the authors 
` yield ground to what they would regard as 

conservative orthodoxy. Yes, they say, these 
countries need to help themselves by chang- 
ing their economic policies: over the me- 
dium term, government spending, domestic 
demand and external deficits all need to be 
held to levels consistent with the resources 
available to finance them. But, they insist, 
` there is no need for that adjustment to be as 
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New fonts for old 


HANGING the design of a British 

newspaper once meant replacing 
one set of metal letters with another. It 
was an expensive business. In 1932 The 
Times spent £80,000 on Stanley Mori- 
son’s Times Roman typeface: £2m 
($3!/2m) in today’s money. Now that let- 
ters are produced by laser on film there is 
nothing to be thrown away: the cost of 
change is time and expertise, not capital. 
The Daily Telegraph has cleaned up; 
The Times has saved forests of news- 
print by quietly reducing its page-width. 
Only the Guardian, slow to move its 
printing from the rickety machines of 
Gray’s Inn Road, has seemed to remain a 


flawed and fudgy friend. 




























and typographical mistakes so frequent 
that its own writers call the paper the 
Grauniad—have been fixed already, 
with a new printing plant and direct in- 
put of copy. The third, an “amiable 
chaos” of typefaces, sizes and layouts, 
called for a new design, out on February 
12th. For £30,000 or so—less than the 
price of a television commercial—Mr 
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Governments can’t always help 


painful for the very poorest as it has been in 
the past few years. 

The stress on domestic reforms is wel- 
come. Too many aid lobbyists issue reflex 
condemnations of bodies such as the IMF for 
unreasonably insisting that countries which 
want to avoid financial collapse must plan to 
live within their means. Useful debates on 
good and bad ways of submitting to that ele- 
mentary fact of life cannot begin until the 
fact is accepted. But are the authors right 
that the pain of adjustment can be eased? 

They are correct to say that, to be feasi- 
ble, adjustment often needs to be under- 
taken over longer periods. Some attempts at 









David Hillman of Pentagram has come 
up with a paper as different from the old 
Guardian as its rival, the Independent. 
The masthead is new. Inside pages use 
white space more imaginatively at the 
tops of pages. The paper’s order is differ- 
ent. First come news, business and sport, 
with leaders on the inside back page in 
the American style; then (in a separate 





section) feature pages, reviews, television 
and weather. But the Guardian, in com- 
mon with all its competitors, has recoiled 
from changes that would make British 
papers more like those in continental Eu- 
rope. Still eight columns on every page; 
still che standard broadsheet format. The 
editor considered, but rejected, the idea 
of shrinking the paper to a tabloid. The 
British, he reckons, are fixed on the no- 
tion that small papers are unserious. 
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l adjustment went wrong because they were 


rushed; often they have been rushed merely 
because the IMF (through no fault of its own) 
lacks the flexibility to lend over extended pe- 
riods. The Fund and the World Bank have 
both learned this lesson, and are trying to 
alter their lending policies accordingly. 

The study's second main prescription is 
that help should be targeted on the poorest 
people while adjustment programmes are 
under way. This is more questionable—how- 
ever inoffensive it sounds. Targeting usually 
depends on governments. But nothing in 
this book inspires confidence in the ability 
of developing-country bureaucrats to hit tar- 
gets of any kind. One of the authors says “a 
major incomes policy . . . seems to be an in- 
escapable need.” But if Britain cannot make 
such a policy work, is it reasonable to expect 
that Mozambique can? In poor countries, 
even more than in rich ones, markets make 
better administrators. 
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The British in Burma 


White umbrellas 
to red flags 


THE STATE IN BURMA. By Robert H. Taylor. 
C. Hurst; 395 pages; £27.50 


Wits the British took over Burma in 
the nineteenth century, the Burmese 
royals were particularly upset about the dis- 
respect shown to their white umbrellas. 
They were being used by the British in a 
“profane way", a prince complained. 

Who were these irreverent chaps of Vic- 
torian Britain? Were they gawky youngsters 
fresh from home who, in their innocence, 
decided that the sacred umbrellas were a 
jolly good way of warding off the oppressive 
Burmese heat? Perhaps, but a more sini 
influence may have been at work: undermi 
ing royal authority was a trick regularly used 
by the British to help establish primacy over 
a conquered country. 

The colonialist never thought of himself 
as a subversive, especially in the modern po- 
litical sense. Rather the opposite: he claimed 
to be a bringer of light. Yet it is not difficult 
to trace the development of numerous auth- 
oritarian states, of which Burma is one, from 
the restructuring of their society by the Brit- 
ish. Of course, at the time it all looked ad- 
mirably enlightened, as indeed it was. As lit- 
eracy spread, intelligent young Burmese 
devoured exciting new books that came in 
freely from Britain. The powerful writing of 






John Strachey in the publications of Gol- 


lancz’s Left Book Club was far more read- 
able than anything that came from Moscow. 

Western democrats showed the young 
revolutionaries in Burma, as elsewhere in 
the empire, the way to independence, and, 
_ THE ECONOMIST f 
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WEO AMET Candace À 


Up-to-date rate of interest is available by tele- 
et. ===” For further details and information on other = 
dE Deposit Facilities provided by Bank of Scotland (Jersey) Ltd, = 


vente. RMR ` rat ugya 


simply complete the attached coupon. SS 
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= | 4Don Road, St Helier, Jersey. 

ae Please send me full details of Bank of Scotland US 

SS Dollar Money Market Cheque Account. 
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| Bank of Scotland Uersey} Ltd was incorporated in Jersey and is o EEN EE SSES 


wholly owned subsidiary of Bank of Scotland. Copies of the most 

recent Audited Accounts are available from R C Horne, Director, 

Bank of Scotland (Jersey) Ltd, PO Box 588, 4 Don Road, St Helier, 

Jersey or from Bank of Scotland, Head Office, The Mound, 

Edinburgh, EHI 1YZ. Bank of Scotland Proprietors’ Funds as at 28th 

| February 1987 were £558.6 million. The net assets of Bank of Scotland 
(Jersey) Ltd, as at 3] December 1986 were £1.) million. 


Deposits made with Bank of Scotland (Jersey) Ltd are not covered 
by the Deposit Protection Scheme under the Banking Act 1979. 


Bank of Scotland Jersey) Ltd now accepts deposits in 
| either Sterling or currency at a high rate of interest. | 
For further details tick box. C 
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The brewers of Foster’s 


put it there because they had 
to have the best. 


Foster's Lager is the best-selling 
beer in Australia. And in the past few 
years its begun to win the world. It's 
sold in more than 80 countries now, to 
growing legions of discerning drinkers 
Captured by its taste. It's a very special 
taste — and also a taste that never varies: 
no matter where you go it's always just 
the same. 


Consistency is remarkable | 


This consistency of taste is re- 
markable — even astonishing — because 
beer is generally a fickle beverage 
whose taste naturally varies from place 
to place, because the water it's made 
from varies, as do the hops, the malt, 
and sometimes even the yeast. But this 
is Not true of Foster's. Foster's is brewed 
in a dozen breweries scattered across 
three continents, and it always tastes 
exactly the same. How do they do it? 


Total control & Fujitsu 
They do it with a quality control 

system like few other companies any- 
where can match, a worldwide system 
that rigorously defines and specifies 
every last step in the brewing process — 
including reconstituting water and 
introducing special hop strains—and 
that tests everything, and tests it again, 
with no tolerance for error. It's a system 
ingenious in concept, relentless in 


execution, and completely dependent 
for its power on a Fujitsu computer. 


Who is Fujitsu? | 

Fujitsu is the number one computer 
maker in Japan and one of the world's 
leading telecommunications makers. 
with 89,000 employees and projects 
completed in over 100 countries. The 
brewers of Foster's chose Fujitsu — 
emphatically chose Fujitsu— because 
Fujitsu, like Foster's, is known for the 
fierceness of its quality control. And 
thats why whenever you open a can 
of Foster's you will find a Fujitsu com- 
puter. You won't see it, of course, but 
you wili taste it. You will very clearly 
taste it. | 





One of three Fujitsu maintrames employed by 
Carlton and United Breweries of Melbourne, Australia, 
brewers of Foster's Lager. These systems, which are. 
used primarily for quality control and distribution, 
support 150 Fujitsu microcomputers and 500 Fujitsu 
terminals, haif of which are linked by a Fujitsu optical 
data highway. : 
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The global computer & communications company. _ 





JANT TO BE A LOTTERY WINNER? 
HERE’S THE BEST CHANCE YOULL EVER GET. 
ONE OUT OF EVERY THREE TICKETS IS A WINNER! 
NEW: MORE JACKPOTS THAN EVER BEFORE: 





he North-West-German-State-Lottery 
is the only lottery that offers extreme 

high prizes compared to the limited 
issue of 600.000 tickets, The lottery runs over 
a period of 6 months, one class per month ~ 
6 classes in all. 


Draws are held in public each friday and are 
supervised by government officials. The re- 
sults are published monthly in an official 
winning-list. 


The number and the amount of prizes is 
fixed before the commencement of the lotte- 
ry. Thus each ticket-number is in the game 
and has an equal chance of winning. All pri- 
zes are quoted in German Marks (DM), one 
of the strongest currencies in the world. 


Tickets can be ordered from anywhere 
around the globe in a half yearly subscrip- 
tion. We offer full (1/1) tickets, which when 
drawn, receive the whole prize, half tickets = 
half prize and quarter tickets accordingly. 


The ticket-numbers are registered in your 
name before they are mailed, thus insuring 
100% security for you in case of loss. The 
full-service fee is as little as DM 21.- (other 
lotteries charge more than 60% of the billed 
amount). 


REENEN E 
a Tickets are limited: 600.000 


» Guaranteed Prizes: 240.461 





in prize money 


x Monthly personalized statements 
of account 


y Instant individual and confidential 
notification of win 


I try 


my luck and order! 


All classes (1st — 6th class) 80. Lottery beginning 
March 25, 1988 to Sep. 16, 1988 
of the Nordwestdeutsche Kiassenlotterie 


| Please fill in number of tickets you want to order. 


1/4 ticket 201.00 © 





On 


13 prizes of 606,000 USS 


GAN Over 205 Million D-Mark | 


USS$* 


e 238.15 © 


125.65 © 69.35 | 


| "US$ prices and E prices are subject to rate of exchange 
Prices are for all 6 classes including air mail postage and winning list 
after each class. No additional charges. Exchange rate of Dac. 1987 
Make check payable to” L.E. HAMELN” ` 





HOW TO PARTICIPATE 










































ou order your ticket on the order 
coupon below. Within days you receive 
your ticket together with an invoice 
and the official drawing schedule with rules 
and regulations. 


PLEASE INCLUDE PAYMENT WITH 
YOUR ORDER! You can also pay for your 
ticket after receipt of the invoice. Payme 
can be made by personal check, travell 
check, bank transfer (add remittance bans 
charge) or in cash via registered air mail (cash 
at your own risk). 

After each class you will receive the official 
winning list together with the ticket of the 
next class via air mail. 


SUMMERY OF PRIZE ST 
3 prizes of 1.21 Mio. US$ 


10 prizes of 606,000 USS 
or 100 prizesof 60,600 US$ 
12 prizes of 303,000 US$ 
12 prizes of 151,500 USS 
53 prizes of 60,600 USS 
6 prizes of 48,400 USS 
11 prizes of 45,400 USS 
4 prizes of 42,400 USS 
4 prizes of 36,300 USS 
19 prizes of 30,300 USS 
27 prizes of 24,200 USS 
Plus 240.209 prizes 
up to US$ 18,100 | 
100% Payouts 
No withholding of win ning 
26 weekly draws with 


If your ticket has been drawn, you will imme- 
diately receive a winning notification. 


Your prize-money will be transfered to you 
within one week of your request by check. Of 
course, if you hit a jackpot you can come in 
person to collect your prize in cash. 

Ifyou are already our customer, please do not 
order, because you receive the ticket automa- 
tically for the next lottery. 

You can be sure you will receive fast, honest 
and confidential service. Now it is up to you, 
therefore order and mail the coupon today. 
We wish vou lots of fuck. 


YOUR WINNING 1 5 3 

CHANCE BETTER THAN 2 o 

If coupon is missing, write for informati 
: State accredited Lottery Agen 






Jackpots up to 1.21 Million US$ wi, Lotterie-Einnahme Hameln 
rae, KuhlmannstraBe LA 





Order today win tomorrow! Coty p-3250 Hameln, W.-Germany 


Lotterie Einnahme Hamelin 
Mail coupon to: > 


KuhimannstraBe 1A 
D-3250 Hameln W.-Germany 
Answer in English C] German 
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te . 
as it turned out, to a repressive society in 
which no democrat would choose to live. 
Burma's founding constitution of 1947, with 
its liberal principles, is a museum piece. 
Burma is a communist country that has 
taken on “something of the aura of court 
politics”, Mr Taylor says in his detailed and 





Television fact and fantasy 


The anchor as hero 


N RETROSPECT, the ten-minute shout- 
ing match between Mr Dan Rather, the 
urbane and angst-ridden CBS news anchor, 
and Mr George Bush, the American vice- 
president, on Mr Rather's news programme 
on January 25th was no ordinary television 
encounter. lt was a new art form, in which 
' vision news is theatre and the anchor be- 
wes the hero. Mr Rather described the in- 
terview, which pestered Mr Bush about his 
knowledge of the Iran-contra affair, as “an 
effort to deal with substance—treal news as 
opposed to just the appearance of news.” In 
reality (excusing the term), the only sub- 
stance most viewers found was a good fight; 
and one chief reason they will watch Mr 
Rather again will be to tune into the next 
episode of the mini-series of the Life of a 
Committed Television Journalist. 

The genre has been creeping up on tele- 
vision for a time. Mr Rather has already ap- 
peared in the first edition of cas’s “48 
Hours”, a new sort of documentary in which 
the anchorman appears as an actor (sitting, 
in this case, in an ambulance), in a piece of 
almost purely visual news film. Commenting 
on this strange episode in the New York 
Times, Mr John Corry, the paper's televi- 
sion critic, called it a “news movie”. And 
though the form was new, he noted that it 
could be traced back to a memo written for 

> by its president in 1963: “Every news 

ory should, without any sacrifice of 
probity . . . display the attributes of fiction.” 

The fictionalising of news and present- 
ers is something that Britain has experi- 
enced, in a way, already. This winter, British 
television viewers saw “Dame” Edna 





Rather and Edna are growing alike 
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scholarly examination of the growth of Bur- 
mese statehood. Its leader for the past 30 
years has been Mr Ne Win, a former general 
who has become as remote as those royals 
with their white umbrellas: a royal that no 
one, on the pain of banishment or death, 
cares to make fun of, 


Everage, “Housewife and Superstar’’—the 
creation and alter ego of Mr Barry 
Humphries, an Australian—interview a for- 
mer Labour foreign-affairs spokesman and 
chancellor ot the exchequer, Mr Denis 
Healey. Dame Edna, who is neither a dame 
nor a woman, merely a much-loved public 
myth, now hosts her own television chat 
show and dances with pop stars. The made- 
up character walks out of the script and into 
the real world to interview the real and fam- 
ous. In Mr Rather's world, the real inter- 
viewer, having become a character, invites 
the real and famous into his unreal world to 
be interviewed. Sides of the same coin. 

Mr Rather, like Dame Edna, has a plot 
and a story (in his case, the day’s headlines) 
to contain his performance, but he does not 
have to abide by them; indeed, his audience 
is eager to see him step beyond them. Part of 
the thrill, too, is to know something of the 
hero's history. Mr Rather's vast television 
audience has heard him, at the end of the 
news, mutter the word “Courage”; they 
have seen him leave the screen blank for six 
minutes when one of his news broadcasts 
was delayed for a tennis match; they know 
that he was once beaten up, one of his assail- 
ants leaving him with the indecipherable re- 
mark: “Kenneth, what is the frequency?” 

Similarly, pieces of Dame Edna’s life are 
well known to British viewers. They have 
seen her suite at the Savoy. With her, they 
suspect that her son is gay. Millions “know” 
that her husband, Norman, died last year af- 
ter a prostate operation. These part-fic- 
tional, part-real characters are an evolving, 
and engrossing, species. 
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Domestic drama, serialised on radio and 
then on television, may have started all this. 
The setting, story and characterisation of 
such dramas were deliberately mundane; the 
time was the present; the place was “here” — 
or somewhere like it; every week the story, 
too, moved a week forward. The illusion 
that the characters of “East Enders” or “Dy- 
nasty” exist, and that the audience is learn- 
ing about their lives in a show that is not so 
much a fictional drama, more a spicy docu- 
mentary, grows exponentially. The tabloid 
press now “reports” developments in these 
stories every bit as solemnly as actual news. 

Thanks to television, soap-characters 
become real in a way that the literary fictions 
of the last century—Mr Pickwick, Franken- 
stein, Sherlock Holmes—never could. Al- 
though Pickwick and Holmes appeared and 
reappeared, there was no pretence that they 
had joined the real world: only that a new 
story about them had been found. No means 
existed whereby they could spring to life and 
shake hands with their public. Television 
lets them. If nineteenth-century Britain or 
America had invented television, Pickwick 
would have had his own chat show. 

Viewers want their fictional heroes to be 
real; equally, they want to see real people 
walk into and engage with the plots and sto- 
ries they have contrived. The boundaries are 
blurring. One day J.R. Ewing—as himself— 
may be picked as the anchorman of a real-life 
news-analysis television show. One day, the 
Dan Rathers of their age may walk—as 
themselves—in and out of the scripts of the 
soaps. What then will be fact, and what 
fiction? 


"| 








Minimalist music 


Songs from 
numbered days 


OMETHING odd has happened in the 
1980s—modern classical music, or at 
least a small slice of it, has won over a popu- 
lar audience. Minimalism, a repetitive, hyp- 
notic music based on few notes but an infi- 
nite variety of rhythms, is selling records and 
packing auditoriums. Blame one composer 
in particular—Philip Glass. 

Mr Glass has come a long way from the 
simple “six-note doodles’”—as his new 
book? describes them—which he composed 
for his own ensemble during the late 1960s. 
Since 1975 he has written three lengthy op- 
eras: “Einstein on the Beach” (with Robert 
Wilson, an American writer-director), "Ba, 
tyagraha” and “Akhnaten”, plus music for 
Mr Wilson's opera-cycle “the CIVIL warS”. 
All have won approval, sometimes grudging, 


*“Music by Philip Glass”. Harper & Row; 222 pages; 
$22.95. 
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from avant-garde music critics. 

But Mr Glass has gained a wider—and 
mostly young—audience with two long-play- 
ing records: “Glassworks’’, released in 1981, 
and “Songs from Liquid Days” (1985). 
“Glassworks”, a medley of Mr (lass e 
shorter repetitive instrumental music, has 
now sold more than 200,000 copies. “Songs 
from Liquid Days”, set to lyrics by popular 
artists such as Paul Simon and Suzanne 
Vega, has sold some 175,000 copies and in 
1986 cracked the lower reaches of America’s 
“Billboard” album chart. 

Mr Glass’s latest opera—completed, 
and to be staged by the Houston Grand Op- 
era this year—is also aimed at a young, 
broad audience. “The Making of the Repre- 
sentative for Planet 8”, is based on a science- 
fiction novel of the same name by Doris Les- 
sing, a British author. This, like his three 
previous operas, will doubtless be released 
on record. 

Many see minimalism as a reaction 
against the increasing complexity of twenti- 
eth-century classical music. A search by “‘se- 
rious” composers for something new un- 
earthed atonality, a harsh new musical 
democracy in which all notes are equal and 
the old harmonic relations are cast aside. 
The Austrian composer Arnold 
Schoenberg's “Three Piano Pieces”, com- 
posed in 1909, was arguably the first of the 
new breed. Atonal music appealed to the 
intelligentsia; the general public hated it. 
When Schoenberg conducted a concert in 
Vienna in 1913, including some of the 
works of Alban Berg, his compatriot and pu- 
pil, the police had to be called in to quell the 
audience. Schoenberg understood their re- 






















EBUSSY first heard a gamelan, in 

its traditional form of percussion 
and gongs, at the Paris Exposition in 
1889. A century later the same instru- 
ment, reinterpreted for the new age, has 
been brought to a run-down patch of 
east London. The Bow Gamelan Ensem- 


ble, formed in 1983, makes its music 
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action: “It might have been the desire to get 
rid of this nightmare, of this unharmonious 
torture... and I must admit: these were not 
bad men who felt this way.” 

In an effort to bring order to atonal 
chaos, Schoenberg developed serialism. In 
each piece, he arranged the 12 notes of the 
chromatic scale in an arbitrary, but fixed, or- 
der. In its strictest application, no note was 
repeated until all the others had been used. 
The musical avant-garde—such as Anton 
Webern in his “Symphony” of 1928 and 
Olivier Messiaen in his "Mode de valeurs et 
d’intensités’’(1949)—were fascinated by se- 
rialism and extended it; Karlheinz 
Stockhausen and Pierre Boulez dabbled with 
“total serialism” in several of their works of 
the early 1950s. Audiences fretted. 

When new electronic techniques 
emerged after the second world war—cul- 
minating in what Mr Andrew Gerszo, of 
Pierre Boulez’s electronic-music institute 
(IRCAM) in Paris, calls ‘“beep-and-boink”’ 
music—modern composers were out in the 
cold. Their music was unhummable and un- 
playable; the young turned to rock and roll, 
the not-so-young either to long-dead or neo- 
romantic composers. The imminent collapse 
of modern classical music was neatly paro- 
died by John Cage, an American composer, 
in his piece “4# 33”” in 1952. In it, the musi- 
cians remain silent; the piece comprises the 
sounds of the audience, dropping coins and 
coughing. 

Since modern music appeared to have 
run into the ground, the way was clear for 
minimalism. Its roots were in the East, in the 
rhythmic patterns and unpitched sounds of 
ensembles such as the Indonesian gamelan 





from industrial junk and waste: old | 
baths, oil drums, car horns, elderly vac- | 
uum cleaners. Pyrophones—gas | 
blowlamps played through old fluores- | 
cent tubes—add mournful, organike | 
sounds. The whole is set against a pyro- | 
technic backdrop, employing everything 
from arc-welding equipment to fire- 
works, Clad in oilskins and souwesters, 
the players are dwarfed by the junk. 

Music from such unlikely “instru- 
ments” is not new. “lonisation’’, written 
in 1929-31 by Edgard Varese, a French- 
born American composer, mirrors the 
sounds of modern cities. It is scored for 
percussion, sirens and a variety of scrap- 
ing and hissing noises. In 1922 a concert 
of factory siren and steam whistles in | 
Russia included ship foghorns from the | 
Caspian fleet, machine-gunners and hy- 
droplanes. As for the pyrophone, that 
dates back to the pre-fluorescent eigh- 
teenth century. Con fuoco. 





Riley’s jumping Cataract 


(see box). Oriental music has influenced 
western music for at least 100 years. Debus- 
sy's “Prélude à ‘L'après-midi d'un Dune ” 
(1892-94), and Messiaen’s “L’Ascensi 
(1933-34), each drew on a wide range of « 
ern influences. But it was in the 1960s, when 
eastern influence in the arts was strongest, 
that atonality gave ground to minimalism. 
Music and art began to reflect each other. In 
Bridget Riley's op-art painting, “Cataract 
3”(1967), repeated shapes produce a visual 
rhythm; in minimalist music, rhythms seem 
to jump in a similar fashion. 

The first explicitly minimalist piece 
Terry Riley's “Keyboard Studies’—was 
written 24 years ago, yet in that quarter of a 
century only three prominent minimalist 
composers have emerged—Mr Riley, Mr 
Glass and Mr Steve Reich. Mr Reich, like 
Mr Glass, is capturing an audience which 
grew up on jazz-rock groups such as Britain’s 
Soft Machine and which fondly remembers 
Mike Oldfield’s “Tubular Bells”—the 
record which set Richard Branson’s Virgin 
Group on the road to success. And, also like 
Mr Glass, Mr Reich has rather reluctantly 
become part of the musical establishment. 

Minimalism, however, has one a, 
Atonal music, for all its faults, has evolve 
markedly in its 80 years. The atonal compo- 
sitions of the 1980s—which account for 
most of today’s “modern” classical output— 
are a world apart from Schoenberg's early 
pieces. Yet while minimalism has added 
some flesh to its early bones, the genre has 
begun to look more and more stagnant. Mr 
Glass has explored minimalism’s limits with 
his operas, but can do little more without go- 
ing beyond them. 

Mr Gerszo of IRCAM is not alone in be- 
lieving that minimalism is a blind alley. Oth- 
ers see in it the musical equivalent of Ronald 
Reagan’s presidency and Margaret Thatch- 
ere matriarchy; a quest for easy, accessible, 
conservative music as an antidote to avant- 
garde complexity. Even Mr Reagan, how- 
ever, has found that simple answers rarely 
satisfy for long. Despite current fashion, the 
days of minimalism seem numbered. 
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international center 
for monetary 
and banking studies 


1988 GENEVA 
SECURITY ANALYSIS AND 
PORTFOLIO MANAGEMENT 
PROGRAM 


COURSE MODULES: 



















1) June 13-24 FINANCIAL ANALYSIS: FUNDAMENTALS, NEW 

DEVELOPMENTS AND PRACTICAL APPLICATIONS 
2) June 27—July1 INTEREST AND EXCHANGE-RATE ECONOMICS 

_ AND FORECASTING 

3) Aug. 29-Sept.9 PORTFOLIO MANAGEMENT AND PERFORMANCE 

MEASUREMENT 
4) Sept. 12-30 BONDS, FINANCIAL FUTURES AND SWAPS, 

OPTIONS 

Week 1 (Sept. 12-16): BONDS 

Week 2 (Sept. 19-23): FINANCIAL FUTURES 

AND SWAPS 

Week 3 (Sept. 26-30); OPTIONS 
A unique program for professionals in finance including portfolio managers, financial 
N T a V OORE saaden ar 
velopments in to equip partici perspective, techniques 
needed to meet the challenges ofa rapidly changing inanci ele 


Further Information: Marguerite Nguyen, International Center for Monetary 
and GEN Studies, P.O. Box 36, CH-1211 Geneva 21. 
Phone: 22/349548 Telex:412151 paxch Fax: 22/33 6444 






The Future Depends on You. 


Gain the edge you need to succeed in top management — 


Executive Management Program — 


(for senior and upper-level executives) 


June 5 — July 1, 1988 or July 10- August 5, 1988 


Emerging Executives Program — 


(for fast-track executives with senior management potential) 


June 19 — July 15, 1988 


Contact; Dr. Albert A. Vicere 
Assistant Dean and Director 
Penn State Executive Programs 
310 Business Administration Building 
The Pennsylvania State University ` 
University Park, PA 16802 U.S.A. 
Phone: (814) 865-3435 TWX: 910-240-5959 


PENNSTATE 
sc 
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Public Sector. 
Management | 
Programme | 


Following a successful first programme, London Business 
School is offering its special programme for managers in 
public sector organisations again in 1988. 


The 1988 programme consists of three one week 
modules: 


Strategic Managementin a Political Environment 
(25-29 April) 

This module helps course members work out their own 
approach to strategic management in the context of the 
political and economic climate of the 1980s and 1990s. 


Measurement, Control and Accountability (23-27 May) 
This part of the programme looks at how the organisation can 
E the way it controls its activities and accounts for 
them. 

Making the Organisation Work: Implementation 

(June 27-1 July) 

Most management time is taken up with keeping the d 
organisation running day to day. This module is concerned 
with the maintenance of the organisation ina changing 
environment. 


Learning Methods 

The programme is a highly participative mixture of case 
Studies, discussions, lectures from LBS faculty and from 
distinguished visitors. Cases are drawn from both the public 
sector and the private sector, where private sector 
experience is relevant. 


Public Sector Management Programme 


Fee: £2,550 inclusive* 
"Bursaries may be available for participants from organisations which, while 
committed to the development of their managers, have difficulty in meeting 
the full cost of management education. 


Further details and application form from: 
Stephanie Macauley, Registrar, Public Sector Management Programme, 
London Business School, Sussex Place, Regent's Park, London NW] 4SA. 
Telephone 01-262 5050 (ext. 533) 
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April 18-20, 1988; 
November 8~10, 1988 





STANFORD ENGINEERING 
EXECUTIVE PROGRAM ` ` 
june 19-July 1, 1988 Mee EE 








STANFORD PROG AN 1 SE 
THE HUMANITIES ` 
July 10-22, 1988 


STANFORD a e" 





MANAGEMENT COLLEGE ` 
beem 18-23, 1988 





E CH i 


COMPANIES 
October 5-7,1 og 


For more information, please BE E 


= Marian Adams — ~ 
Director of Continuing Education 
Stanford Alumni Association ` ` 
Bowman Alumni House 
Stanford, CA 94305-4005, U.S.A. - 


Telephone (415) 723-2027/2021 
- Facsimile: (415) 723-8597 
Telex 4931146SAAU1 


T hese programs are. sponsored by the Stanford Alumni 
Association, and are open to all qualified 

applicants. A degree from Stanford University D 

not de e ‘de BECHET 
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Es Kam 121, 1090 Brussels, Belgium. 
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BOSTON 





Universitet i 


l ` University. | 
Go Southern ` 
California 8 
_ Graduate 
School of 





Sé Business ` 





Administration P 



































be Begins 








~ IBEAR MBA Program ee 
Graduate Schoo! of Business Administration 
University of Southern California ` 
Los Angeles, California 90089- 1421 
Phone: 213 743- 2272 34 
` "Toten: 4720490 USC LSA 
Facsimile: 213 747-41 76 a 
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August 1988 






‘College Credit for Work Experience 
© Business >» Engineering © Education 
Earn a bachelor, master, doctoral degree. Guided 


` Independent Study. One-on-one faculty advisors. 
Bild: | No classes = seminars - residency. Call 
TAAR 


: for no-cost Evaluation: * Catalog 
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28th Annual 
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June = 17, 1988, Berkeley, California 



























International niversity iff | 
$ r degr e H a 4th Annual 

BUSINESS ADMINISTRATION - “HOTEL M, (AGEMENT A8 Advanced Management Program 

LAW/PUBLIC ADMINISTRATION ~ INTERNAT AL E i 

Computer Studies, Pre-Eng/Pre-Med, Art; Fre d F for Caribbean and 1 South American 


English, College Prep. Courses. Langua ot SE Gren ish. 
@inter Campus and US transfer BGA A MBA avening class wes Poris. A Baden 


Schiller International. 


Dept 03, 51-55 Waterloo Road, London SEI 8TX Tek (0 
Telex: 8812438 SCH 6. Accredited Memb AC 








July 17- 29, 1988, Kingston, Jamaica 
12th Annual 
Management Development 
July 24-29, 1988, Berkeley, California 





and Annual 





ASia-Fraciic Managers 
July 25-August 6 6, 1988, Bangkok, Thailand 
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Së egy E Competitive Marketing Strategies 
Graduate and undergraduate co courses | | for Services 
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individually @ a business-experienced academic team @ i § Pe Sat 
accelerated progress by means of Summer semesters | _ 4th Annual a 
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Consumer P Products’ 
July 31- “August 5, 1988, Monterey, California 





THE CAREER BUILDERS 29th Annual 
The Execu tive Program 


October 9- November 4, 1988, Berkeley California 





For information and application contact the Registrar : 
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in their organizations; professionals who hav 
¿the top of their field and are moving into general 
“management; and young managers who have been 

- identified as potential leaders. The seminar is de: 

- signed for managers who want to concentrate on the 







> of management. 


` The format of the seminar encourages managers to set 
| and pursue their own plans for development. Partici- 
| pants represent all functions of corporations as well as 
| government and not-for-profit organizations. Each 

£ seminar includes international managers. i 
The seminar, in its thirty-first year, is offered twice 
each summer in the Rocky Mountains of Vail, 
Colorado. | 





The Curriculum 









Week I: Personal Attributes of the Manager 
Accurate Self-Assessment, Management of Self, 

Leadership Styles and Motivational Profiles, and 
Psychological Dimensions of the Manager's role. 












Week III: The Manager in the Organization 
Issues of Organization Policy, Strategy, and Structure, 
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to Achievement and Excellence. 


Interpersonal Communication, Coaching and De- 
veloping Others, Managerial Decision Making, Team 
Building, and the Skillful Use of Powerand aende: 
Special features include feedback on an executive. 
assessment battery, a business simulation, and a 
program for spouses. oe 
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- interpersonal, organizational, and behavioral aspects | 


Organizational Communications, Coordinating Work 4 
Across Departmental Lines, and Buildin g Commitment | 


Week II: Characteristics of the Managerial Role 


For further information, contact: Paul. Pohiman, | | 
Director, Management Development Programs, The | ` 
University of Chicago, 5835 S. Kimbark Ave., | | 
Chicago, Illinois 60637, U.S.A. (312) 702-1058, Telex: | ` 


Courses: ` Kees 
Macroeconomics In Open ` ` 





: For detailed information write fo: 
Phone imanin , EWW , z 
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` KIEL INSTITUTE 
OF WORLD ECONOMICS 


in International Economic Policy Research 


August 1, 1988-May 31, 1989 


Outline: | | 

@ Compact, up-to-date information on the most important areas 
of international economic relations through concentrated. ` 
courses given by internationally renowned university profes- 
sors and through seminars given by leading representatives of 
international organisations, domestic policy institutions and 

international corporations, 

‘profound training of skills pe 

analysis, methods of empirical research, sophisticated informa- 

tion-gathering, the evaluation of economic policies and inter- 











ertinent fo international economic 





~~. national business strategies; ` 


“@ designed for economists holding a university degree who are 


-interested in a career in international business, governmental 
and intergovernmental organisations, academic institutions 
| . Lecturers: 


Willem Buiter ( Yale) | 


Economies ` 


-The International Monetary System Paul de Grauwe (Leuven) 
: International Financial Markets 


l cial ; Ingo Walter (New York) 

International Trade and Protection Stephen Magee (Texas) 

Development and Trade Strategies’ Anne O. Krueger (Duke) 
for LDCS 8 3 | 

International Resource ` 
Management 

International Corporate Finance 


Horst Siebert (K onstanz) 


Gunter Dufey | (Michigan) 








- Advanced Studies - Dasternbrooker LS 


German) 











"rangée? i IRU NEE Ges eerste bag mg geuge aot ens eegene e Ee EE 


' The most renowned school for French 


_ INSTITUT DE ems 


Overlooking the Riviera’s most beayritu get | Spend, 


ayearin Holland : 
and earn an 

MBA 

A unique MBA an with 


amix of strategy and operations. 
‘Starting September 12, 1988. 


For adui ts. “al evels s from beginner j. toa ! 
Next 2, For 4-week immersion course starts Feb, 8, 


Years of research & e Geer in the effective teaching of 
Season prices until March 1988. 


_ INSTIT LU T DE ika 


| EE 


Focus: : 
«industrial Policy and Strategy : 
-~ Strategic Management and Enterprise 
~ o . Strategic Design 
= ~Behavioural implications of Strategy 
- ‘Management information Systems 


Write or telex “The Head dot the MBA Ge 
for more ` ` — Netherlands International 
information to: | Institute for Management, 


eo Box 143, ees 

2600 AC Delft, The Netherlands, 
. Telex 38323 RVB NL. 

_ Telefax st 15 566831 


national Business at Saint Mary's Colleg 
in 12 months of full-time study. The curric 
highly regarded program includes study in 


en ee law and business si strat 1. Intensive study of the language 


(Minimum 34 lessons p 


| ea "ei z ay rill D am. to 10 p D M., 
Saint Mary's College is 21 miles. east 0 o sion i | with teachers $ present a al mealtimes and in the evenings. 


Francisco, making the cultural, social, and. onomic 
opportunities of the San Francisco Bay Area: asily ` 
accessible to students. Admission to the program is 

competitive, but qualified candidates. with degrees in | , pe "Sek a ieee 
any academic discipline are encouraged to apply. an e DN, `^ e Cours résidentieis grand confort. 
Classes start in October, 1988. For information, write ne a aie e Lecons privées et leçons de groupe 
to the Graduate School of Business, Saint Mary's | | AP uani k 6 participants maximum) 


College, PO. Box M, Moraga, CA 94575 U.S. A. Or call | JEL e Cours de trançais pour jeunes 
(415) 376-3840. : a , pendant les: vacances. : 


Saint Mary e c K llege l 164. Avenue du Chadteau, ner’ e 4880 Spa- Deko ) 
F BII ? 
' Graduate School of Business Tei (+32) 87/87 71 64 : Fax (+32) 87777 36.29 - Telex 49650 cerand 


i NUSA ege Tei (20 may 1690. Fax £209) 284 - 1827 we 
* Distinguished business education si since e1968 g Ee E TA 
















‘Hotel institute 


' Management | 
dp 
"Switzerland 


HOTEL MANAGEMENT, 
TOURISM, CULINARY 
DIPLOMAS IN ENGLISH 


e Hotel Courses: 13, | 
= year Swiss and US be 
ploma. 


e Tourism Course: 1 year 
© Swiss and International 
Diploma. 























Swiss Diploma. 
| Intakes: April, September, 
:{ January. 
Details: HIM, Avenue des | 
Alpes 15, CH-1820 Mon- 


453 261 HIM. Tel: 01041 
21 963 74 04. 


-STRATEGIC DEFENSE INIT 
THE FIRST FIVE YEARS 

An International Conterence l 

for Industry, Science and Government 


Omni Shoreham Hotel 


sponsored by E, Wa Pie See 
The institute for Foreign Policy Analysis with Conference d tanager ent Associat EE e 
‘in cooperation with the. SE EE eg: e oo 

SSES Defense tengua; Organization 


Ka? ele 


-@ Culinary Course: 2 year | 


treux, Switzerland. Telex. l 


March 13- 16; epee 


_ SESSIONS: ` E 
















HOME STUDY COURSE in econom- ~ 
ics. A 104esson study that wili. throw 





MSc International ight on today Bee Sie ` i 
ition free—small charge for materials. | (e 
, „Agricultural Marketing | Write Henry George Institute, 5 Gout, 


pe offering an opportunity for 12 months ful 











s Now e York, NY 10017 USA. rin your 0 own field. Write for i 


|. free catalogue = 

|: The Consultants Institute, 

SH Dep, E. 2030 Clarendon Bivd, Suite. 
$ 206, Gees, seg 22201, USA ` 





= mentin sells apiece and fi 
Courses include 










Tak aking the GMAT o or GRE 
We CAN help 
whe Write to: | 
j Wein, GTAC Associates, 5 





















ES 








SCHOOL FOR SALE 


| in diety country setting, 10 km from St i 
| Catherines Ontario Canada, 80,000 sq teet. 
| prick, concrete and terrazo school building on 










“= BSc. Econ. = 


| two: floors in excelent condition, 2 gyms, ` 

| ` (Management) & | oe SE SS eestor on oe 5 
o ang Ideal-for private school with dor 
(Accou ntancy) ries, institutions, light manufacturing, if 


ment, you fame it. 7 15M Can. 
Zei terms can be arranged 





Home-Study with your tutor 
` available Grën the course i 






Sp Kiss can in APARTMENTS 
-CHALETS & VILLAS directly from SWISS 


The Registrar, Dept. CAG, a 
all, Ox E _ BUILDERS/DEVELOPERS on LAKE GENEVA/ 


| Wise sey Hall ¢ ge sord 





60% credit, 6356 interest, 5- 26 years. 
: REVAC SA. 52 Montbrillant; GH-1202 GENEVA 
Teh 41 22/34 1840. Telex: 22030 


Tel: wei 310310 ou hrs. 











. SPEAKERS: 
_CASPAR W, WEINBERGER, FORMER SECRETARY OF DEFENSE 

së “LT. GEN. JAMES A. ABRAHAMSON, DIRECTOR, Sp — 

S i HONORABLE DAN QUAYLE, SENATE ARMED SERVICES COMMITTEE 
` HONORABLE LES ASPIN: HOUSE ARMED SERVICES COMMITTEE 
Å ARD. TELLER, LAWRENCE LIVERMORE NATIONAL LABORATORY 
A KEYWORTH iI, FORMER SCIENCE ADVISOR TO PRESIDENT REAGAN 
ANLEY ORMAN; DIRECTOR GENERAL. UNITED KINGDOM SDIPO 
HANS RUHLE, MOD, FEDERAL REPUBLIC OF GERMANY 6 












JARON RONALD MOSS, SDI ATTACHE. EMBASSY OF ISRAEL 
FRED CAHEN, SECRETARY GENERAL. WESTERN EUROPEAN UNION 
TOM CLANCY, AUTHOR | 











l EXHIBITORS | 
MARTIN- MARIETTA 
MCDONNELL DOUGLAS 
' ROCKWELL INTERNATIONAL | 
i <. TRW 
LOS ALAMOS. NATIONAL LABORATORY | 
| MESSERSCHMITT- B LKOW- BLOHM g 





Washington, D: ` a 








FOR MORE INFORMATION REGAR DING 
REGISTRATION AND EXHIBITS. CONTACT: 
Jan Surotehak : 
institute for Foreign Policy. Analysis, inc. 
l 675 Massachusetts Avenue: 
Cambridge. MA 02139 
(617) 492-2116 
















EE Se sol ee 
SDI AND THEATER DEFENSE: PLANNING AND. TECHNOLOGIES. 





BATTLE MANAGEMENT COMMAND. CONTROL AND COMMUNICATI ONS 
ADVANCED. TECHNOLOGY WEAPONS. 
THE LOGISTICS OF SO 


e 3 STRATEGIES FOR en 





_ TECHNOLOGY TENDS SPINOFFS ANI 


ne (617) 499-8242. ~ 


Ruth Hayden 

Conterence. Management Associates, Inc. a oy E : 
-3 Meadow Creek Court kaa e We 

` Trophy Club. TX 7626 2 











HMI is a non-profit international organisation chartered: in Sri Lanka to Se, research, provide opportunities for professional 
development, and communicate information. about irrigation management. (Mis mission is to. strengthen national efforts in developing 
countries to improve and sustain the performance of irrigation systems through the development and Sescrinauen of management 
innovations. 


IMI is seeki ng candidates for: 


Ref: 101E. irrigation Management S| e clalist {ea Lanka) to.be responsible for the development; planning and implementation of 
collaborative research and training activi Sri Lanka and India. Qualifications: Advanced degree or equivalent experience in 
agricultural/civil engineering, agricultu opology, economics or a related field relevant to irrigation: management; demonstrated 
experience or a formal. degree ina. second r 


evant discipline; and at least five years or significan irrigati on management-related fietd 
experience, preferably in South Asia. ie 


Ref: 102E. information Officer (Sri Lanka) to lead HM's aeaio Program which erbei planning and managing public relation ` 
affairs and administering the publications and ¢ torial unit and IM's Specialised library. Qualifications:. Strong background and 
experience in communications, publication : ? udio-visual production and Bär relations or rel ed fields and experience in similar 
work at other international centres In a developi country setting. Bae 


Ref: 103E. Agricultural. Engineer (Pakistan or Sri Lanka) to conduct research and development on the management of secondary 
and tertiary portions of an irrigation ~and on the inter-relationships. between water delivery. and system performance. 
Qualifications: Advanced degree Or equivale pey ence in agricultural engineering, with extensive field experience in developing 
country irrigation management. _ | 


Ref: 104E. Management Specialist hs: Joline Sri Lanka and Pakistan) to work on the denma and dissemination of 
organisational and management. innovations fo mproved irrigation: develop diagnostic, monitoring, and problem. solving techniques 
within different cultural and institutional Con CH Qualifications: Advanced. degree or equivalent experience in püblic/business 
administration or management, applied: social s science or related field; experience in assessing organisational effectiveness: 
qualitative research techniques. | | 


Ref: 105E. Training Specialist (Sri. Lanka) to to lead ms PER HMI's professional gehier program and serve as project 
leader for a co-operative agreement with USAID in the area of training; assess training needs, and develop courses to introduce 
technical, organisational and managerial i novations. Qualifications: Advanced degree or equivalent experience in extension, 
development communication, agricultural/adult ducation, management psychology or related field; experience in evaluation and 
development of training curricula and bes Preference shen to > experience using training to transform organisational behaviour 
and performance. : , 


Ref: 106E. Spectalist In inigated Agen Sri Leuten to provide agricultural expertise on erop production issues related to 
irrigation system management and. evaluate it-wat nagement issues across a wide range of agro-ecological environments. 
Qualifications: Advanced degree or. equivalen perience in agriculture, agronomy or soil science; knowledge of crop-soil-water 
management with a farming systems See t: International experience with a wide diversity. of agricultural environments is an 
advantage. a 


Ref: 107E. Irrigation Management Specialist ( 
Sudanese Made Research. Station i i 








































| o formulate, develop and lead IIMI’s Sudan program in collaboration with the 
if s: Advanced degree or equ nt experience in agriculturat/civil 
1a agement: at least five years’ s gnificant -muitidisciplinary irrigation 
tive skills. | 
) in the: social or management ‘Sciences: to lead (Mis research and 
development program in collaboration. with Bangla arch organisations and nationa! rrigation agencies. Qualifications: 
Advanced degree or equivalent experience ‘ ocial or management sciences; training and/or experience in a second discipline 
involving irrigation management; sign meant eae irrigation management experience in developing countries and 
administrative skills. 


General requirement for all positions: Exce tient English communication Skills, abililty to work collaboratively with a wide range of | 
colleagues and officials, and willingness to tr | extensively. 


Salary and benefits are. commensurate with in internationally-recruited positions i in nother international api 


Application: interested applicants are invited to apply no later than April 1, 1988. Please senda Jette of 
and three references to the address given below. The position must be =e with the re 
- announcement. 


Apply to: 
















Ref: 108E. eer DS Spe 













inure research institutes. 


terest, a detaiied résumé 
| number given in this 


The Director General 
international Recrultment (Reference Number) 
IMI, Digana Village via Kandy, Sri Lanka 


wm a an affirmative action omprayet and does not discriminate according to national, geen. sox or TEN 





deg The TE proposes. ES o gea a Director of the. Manchester 
<f. Business School to take’ Office | in September 1988 or a later date to 
be arranged. 





. The Analyst will have. d E g ing 
forecasting and scenario develope 








` development of the Group's strategic ‘era ng process, make studies fe esting | |... The School has over 60 teaching and research statt. If offers 

and pote new spied and a part e investigations. This Si ToT Ph neg and ege dt And ee deeg also a wide ites ec post- 

e i - experience courses for senior ana miage management. n addition, 
involves close collaboration with Operating Companies a w other tod the Schoo! is heavily engaged in research? 


Headquarters’ Departments. 


: Candidates should have a degree or equivalent qualification in ecor o mics | the Sc : E bot aoa omni the School's Council for the 


ically and financially, and is its 











the ability to understand the wide range of issues con E din esha: a 
l cap The ae lly pein be a self- a to andes | |. busines community. He or she wil be > appointed initially tor five 
Së minimum of supervision. ei yea h the prospect of re-appointment by mutual consent. 
` ` Anattractive remuneration “package” including benefits commensuratewitha | |, ‘The successful candidate could be either a senior academic 
` bie multi-national Company, together with opportunities for advancement, wibe It bom an established business school or in another faculty that has - 
offered to the successful candidate... | į close contacts with business, or could be at a senior level in 













s or in public administration. A good organiser and 
trator, the Director must have a record of achievement and 
ity to lead a large academic research and administrative 


Application forms are available tram E Personnel 
Services, Pilkington ple, Prescot Road, ci HELENS, 





‘the abil 


he level of remuneration envisaged is competitive with senior 
2 ts outside the University system. 
“| ~ Applications, accompanied bya curriculum vitae, should 
| be submitted before March 7th to the Vice-Chancellor, the 
| 1. Unis ersity, Manchester M13 9PL, from whom further particulars 
-~ |- of the appointment may also be obtained. 
a he Gielgiettg is an duech OPE ae | tunities employer. 

















The historical d pat Maastrichti in \The 5 Nethe lands is siniated | in the e South-East of the country, near 
| with Belgium and ast nany. The Department of Economics and Business Admi- 
at Maastricht was founded in 1984. Starting 1988, a 
nal Management, partly in collaboration with the neigh- 
g ge (Frene eaking Belgium) and Aachen (Germany) Within five Weier 
200s ts. meme progam: GER 




















ree, te ching ; and research experience, the. latter demon- 
is ave proven. management qualities in an academic, 
. three iar inguages ; Dutch, French, and German, 
level and as second at foreign language level; Ger should 
angué ges’ within two years. 


| ‘Salary e rank of wä Professor is in the range of Di 9.621 — max. per month, base 
fi upon experience and age. More information can be obtained from Professor Geert Hofstede, tele- 

; Gäns E (43)888803, or 888129. Written applications should be adressed to Professor Hofstede, Uni- 
E versity of eer PO Box 61 6, Ni:6200 MD Maastricht, the Netherlands. 


R d jksuniversiteit Lir 










































PRESIDENTS 
VICE PRESIDENTS ONLY 


Considering a new position? 
Like many other senior executives you may have decided. that 
your career is no longer satisfying. 
For eight years we have employed penetrating market analysis 
and sophisticated marketing techniques to help executives 
such as yourself reach more rewarding positions. 


To explore how we might help you achieve your 
SC telephone David Werner. (212) 682-8888 


stal-Werner Corporation 


eh xington Avenue, NYC 117d 
Executive Marketing and Corporate Cuiptacement 








SHIPPING REN ARKET 
A young person in his/her early 20s is sou ht z this responsible and demanding position 
with the international and London based sales organisation, of a large iron ore minin 
oy The mine is located in Quebec in Canada andis one of the: Major suppliers o 
high quality iron ore for some of the most prestigious iron and stee | works | in Europe and 
the Far East, 
The job holder wil be co-ordinating ship nominations between the customers and the 
mine and analysing data relating to the iron ore mining and steel industry, 
He or she will have a bachelor degree or equivalent qualification. Some experience in the 
industry and/or in the areas of shipping/statistics and with computers would be helpful. 
A salary in the neighbourhood of £10,000 is envisaged commensurable with the 
individual’s qualifications. 
Pease write in confidence to 


Dr C. Griffiths, 
Manager ~ Commercial, 
Quebec Cartier Ore Sales, 
College House, 
Great Peter Street, 

London SW1P 3NQ. 








BUSINESS AND 
PROFESSIONAL PUBLISHER 


DO YOU 


* understand the information needs of Ke inanc 
and the professions? 


* have good business contacts? 
"$ want to make yours mark as an entrepreneur? 





‘BAND ARE YOU 


* energetic and resourceful? 

$ a good negotiator? 

$ keen to make things happen? 

l d If the answer to all these questions is ‘Yes’ you may have a 


§ career ahead of you with a rapidly growing international 
E publisher. 


Bas Blackwell in Oxford need a dynamic personality to 

§ create and manage a new list of business and professional 

periodicals. The right skills and market knowledge matter 
more than previous publishing experience. 


Write with full cv to Sue Corbett, Journals Publisher, Basil 
Blackwell Lid., 108 Cowley Road, Oxford Q Ox4 l J F, 

























ow COLLEGE 


A AE POLYTECHNIC 








EE are invited’ to Head! the Department of Economics 

ich has a staff of 24 lecturers with a wide variety of interests 

in the broad areas of Business Studies and Social Sciences 
emphasising the applied aspects of Economics. 


To be Sc me for Professorial designation, candidates will be 

to have a substantial record of teaching, research 
Sa publication in Economics, and to demonstrate the ability to 
manage during an environment of rapid change. 


Salary scale: Head of niga Professor Grade 16 





£25,299 pa (from 1 April 4 
Post No: A0Q4F, 





Appi plication torms trom the PERSONNEL OFFICER, 

SGOW COLLEGE, COWCADDENS ROAD, GLASGOW 
G4 OBA (telephone 041-331 gie to be returned within 14 
mag of the E of this 


lvertisement. 


POSTDOCTORAL F ELLOWIRESEARCH F FELLOWISENIOR 
RESEARCH FELLOW 


economists interested in contemporary situations and policies. 
ick “an scope tor a wide range of theoretical and applied research, 


ppa mont and the associated Centre for Ecotiornic Policy 

Research are in. ` snomics, taxation issues, protection policy and macro 

economic policies generally, usually with relevance to the Australian economy. ` 
Applicants with a different focus of interest are, however, encouraged to apply. The 

E E ir ly to. research and supervision of PhD students. 


appointee will be able to take up duty in 1988 or 1989. 
Closing date: March 21, 1988. Ref: $S.21.1.2. 


SALARY: Postdoctoral Fellow Grade | (fixed point): A$24,535-A$28,029 per annum; 
Research Feliow AS28, 381, -A$37 ,122 per annum: Senior Research Fellow AS39,439- 
A$46,942 per annum; APP POINTME NT: Senior Research Fellow Research Fellow up to 
tres years, possibility tension to five years; Postdoctoral Fellow normally two 
years, possibility ot oiio to three years. APPLICATIONS should be submitted in 
duplicate to the Registrar, The Australian National University, GPO Box 4, Canberra 
ACT 2601, Australia, quoting r 



























available from the Registrar, or from the Association of Commonwealth Universities — 


(Appts), 36 Gordon Square, London WC1H OPF, 
THE UNIVERSITY IC AN EQUAL OPPORTUNITY EMPLOYER 












| "CRANS-MONTANA. 8 
THE VERY LAST AUTHORISATIONS FOR FOREIGNERS 
RIGHT ON THE BEST EUROPEAN MOUNTAIN GOLF COURSE 


We sell superb apartments’ 
2 to 6 rooms from SFr285,000 


Also charming Swiss chalets 
from SFr495,000 


EXCELLENT FINANCEMENT AVAILABLE 
AGENCE ROMANDE IMMOBILIERE SA 


Gal Benj.-Constant 1 CH 1003 LAUSANNE 
Tel. 21.20 70 Th ees 455893 Aril OH 




















erence number and including curriculum vitae, fei of ` E 
publications and names of at least three referees. The University reserves the right not E 
to make an appointment or to appoint by invitation at any time. Further information is 


















BOSTON UNIVERSITY—LONDON 


PROGRAM DIRECTOR 


Master of Science in Management 


Boston University’ S Metropolitan College invites applications for 
Program Director of its Master of Science in Management (MS 


















establishment and operation of this new program. 











program management, strong entrepreneurial abilities; academic 
and teaching excellence in a management field; and experience in 
an international education environment, preferably i in London. 


Duties begin Summer 1988. Send application letter, résumé, and ł 
three letters of reference to: Associate Dean William R: Pender- 
-gast, Boston University Metropolitan College, 755 Common- | 
wealth Avenue, Boston, Massachusetts, 02215, USA. SES | 
deadline: February 24, 1988. A 


An equal opportunity, affirmative action institution 
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European Institute of Business Administration 
Fontainebleau 
SE ! announces 


CN 
Sere eae ear 
Aa East etary 


È available to British citizens | 
E with a university degree 
S or equivalent professional qualification. 







This ten month programme ` 
starts in either September or January. | 
400 participants from 30 countries. 


| *Sainsbury Management Fellowship 
open to engineers of the highest calibre. 
intending to pursue a career in industry. — 
















* Louis Franck scholarships for candidates 
z with a banking or financial background. 


* Kitchener European sch olarships pr 
~ candidates one of whose parents has served 
in the British Armed Forces. 

For information, contact: 


INSEAD MBA 
Admissions Office, 
Boulevard de Constance, ` 
F-77305 Fontainebleau Cedex, 
France. Tel: (1) 60 72 42 73 


program in London. The Director will play a key role in the | 


Applicants must demonstrate: successful experience in university- oe 


























SR Applications close 1 Ba 1 1988. 


University of Canterbury 
New Zealand 


TEMPORARY LECTURER IN 
POLITICAL SCIENCE | 
(COMPARATIVE POLITICS/ 
INTERNATIONAL RELATIONS) 


Applications are invited for the above ` 
position in the Department of Political ` 


Science for a fixed term of up to one 
year. Preterence may be given to can- 
didates with a background in social 


science methods and data analysis. , 
The 


appointment will commence on 1 
January 1989 or a later date to be 





agreed and will terminate no later than 


31 December 1989. 


The emolument for this position, part of ` 


which may be designated as a travel 
allowance and deducted from the emol- 
umem, will be within the range 
NZ$32,000 to NZ$38, 500 per annum, 


Gordon Square, London WC1H OPF. 
Applications close with the Registrar, 
University of Canterbury, Private Bag, 


Ciyleithurch, New Zealand, on 29 April ` 


1988: 





Macquarie University 
Sydney Australia — 


SENIOR LECTURER/LECTURER 
IN MANAGEMENT 


Graduate School of Management 


Equality of Employment Opportunity is 
University Policy 


f Thè successful applicant will have re- | 
-$ponsibility for teaching and research ` 


in the financial management area of the 
School's academic program in the 


MBA and executive SEET 
‘programs. 


Applicants shouid have good tertiary 
Qualifications, including a higher de- ` 
_ gree, and teaching ability demonstrat- 
-gd in postgraduate or executive pro- 
grams. Research and managerial or 
“consulting. experience would. De an 


added advantage. The candidates 
should have a primary interestin corpo- 


tate financial management, with a sec- 
‘ondary interest in another financial 


field, such as: investment management, 


-international finance, banking or ac- 


counting, or in another management 


discipline. Enquiries (02) 805.8993. 


The ‘position: is tenable not before i 


July 1988 and is for a fixed term of five. i 
years. 


Salary. range: Lecturer $A28, 381 to 


$437,122. 


`. Senior Lecturer $A37,903 to. $A44, 090. a 


Further. information about the Universi- S 
ty, conditions of appointment and the. 
method of application should be ob, 
tained from the Academic Staff Office, _ 
Zi Macquarie University, NSW 2109, or — 
Zi from the Secretary-General, Associa- 
“4 tion of Commonwealth Universities, 36 
Gardon. Square, London WC1H OPF, ; 


England. 


$ ee you an international executive or a corpo- 


$ For further deiails and explandrory: ookke tonner 
fohi 





UN VERSITYG COLLEGE, OXFORD ` 


ASTER 


The Fellows: are proceeding to- 
wards electing a successor | 
(male or female) to the Hon | 
Kingman Brewster, who retires 
on 31st July 1989. Anyone who 
might wish to be considered, or 
fo make a suggestion or nomi- 
nation, is invited to write in 
confidence to the Senior Fel- | 
low, Dr G. R. Screaton, at Uni- — 

| versity College, ‘Oxford OX1 

_4BH, preferably by the end of 
| February 1988. | 





BUSINESS & 





E PERSON AL ` 


Conditions ot appointment may be ob, ` 
tained from The Association of Com- 
monwealth Universities (Appts), 36 ` : i 
. sequence, unopened. Offers to B64 
—7LE No 14. 





For sale THE ECONOMIC JOURN: 
(quarterly). Several years’ unbroken 





INVEST IN AMERICA: Eam 20% plus, 
secured, Find out how. Call me now. J. 
Rutenburg (305) 994 2233. 


ARABIAN-GULF 
POSITIONS 


1000's of our members are selected every 

year by Top Arabian-Guif companies which 

are. also our members. AN job-otfers and 

| member's CV's are degen up-dated. At- 

| tractive opportunities in all fields. For mem- 
` bership details write to: 


AGL Ltd, Employment Services De- 


partment, Box 62, 2035 Tunis-Car- 
thage, Tunisia, 









EXECUTIVE TAX 
< CONSULTANTS, INC. 





ration who employs international executives ` 
currently working | in the United States? 
We Specialize ki tax planning and return 
d preparation for nanresidentresident execu- 
_ tives doing business inthe eech States. 
Consult us at 159: Madison Ay Suite 3-K, 
New Yor, ies USA (212) B63- ot. 






























ORGANISATIONAL 
‘TROUBLE-SHOOTER. 


"California CPA, 27, multilingual, excelent 
| communicator, seeks. position with national or 
“international retailer involving extensive US 
candor European travel. Wil serve as: troubie- 
} shooter, site inspector, auditor, reporter, mar- | 
ket researcher, or anisational imspector, or f 
property manager. Per-diem or full-time. Mr | 
A avinson, 5444 Worster Avenue, Van 
Ses. GA 91401. USA. S 

































OFFSHORE COMPANY 
FORMATION 

$ Specialist Offshore C ti ey secretarial 
_ and administration services. Pull nominee facilities. 
F femennional trading? finvaicing handled in tax free J 
Gär ronnen E` 
| Companies incorporated in al major offshore E ` 
farisdictions. 

















ECA, FCIS, Strategic Management | 
$78, Jersey, Chanoel Isles. SH 
zen 










Cam AL CVs prepare high qualilty 
‘curricula vitae. Tel: 01-607 7905 for 
details. 
wegen 
SHIRTS FOR THE CONNOISSEUR. 
Made to measure and hand cut from 
fine fabrics. Details and free sample 
materials from Seymours Shirts, Free- 
post, Dept 29, Bradford BD1 1BR. 
aninmineinennann naaa 
BATH, ENGLAND—Luxury suite in 
Georgian house overlooking city: £50 a 
night for two with full breakfast. Option- 
alextras: chauflered car (£50 pd plus 
gas): Cordon-bleu meals (£15+ to 
Choice). Tel. Bulman, UK 225-312644. 








AUTHORS WANTED 
BY NY PUBLISHER 
WË eege 

D. poetry, juvenile, scholarly and | 


religious works. etc. New authors wel- 
comed. Send for free. booklet. 


S92, Vantage Press, $16 W, 34th | 










ZURICH-ZURICH-ZURICH | 


BAHNHOFSTRASSE SZ ` 
YOUR OFFICE AWAY FROM HOME 
$ Office/Management Services 
@ Company Formations 
@ How to do business inor 


Business Services Consult Corp 
DEEN $2, SO O22 Zurich 


Fax 0) 2111922 "Fix: 819 062 BSG Ir 


Computer Language 
Eeer ang Ta 


Ba Pugh Ki Newton, edel usa |” 


617-964-9048 


J OINT 
| VEN TURE 
SOUGHT 


| We are looking for a UK o 
` Northern Ireland based part- 


ner of repute for operations i 


and maintenance contracts in 
, Iraq and the rest of the Middle 
East. Interested parties with 
technical know-how in opera- 


tions and maintenance may ` 


write LO: 


M. M. Khan, Overseas Con- 
struction Management Ltd, 4th 
Floor, Alamir Building, Bank 
Road, Rawalpindi, Pakistan. 
Telex: Keen Ae? Tele- | 


OVERSEAS POSITIONS | 


Hundreds of top paying positions available 
| now, Tax-free incomes. Many attractive 
benefits. Opportunities for all occupations, 
skilled trades, professionals, manage- 


i ment, technical personnel ete, 
For free information about our publica- 


ke e of Mouni Royal 









Street, New York, NY 10001 USA | 


FROM SWITZERLAND | S K 














THE RECIPE FOR GREATNESS 


inspira the compote dielt at your xt- business 1g. Present a live, dramatic 
‘ericies’ famous “ ‘Prizes of Valor" speech by a professional actor and ‘ 
pean Oo hee Spirit to your people. E 

“in mmm 15 years with associations, 1 aniy know of one other individual who received such i 
rave reviews" Executive , industrial Ti 

“Challenging... definitely relevant Sr VP. Ee Association. 

“Compelling clarity’ mone anid are Editar, St Louis ah ona 

Brochure and s: ' 7} avaliable from rd Productions, 



















fons, write: 


















eg Candi aH3P3C7, O 





















Leeds Geen is oneo of the | arge est building 3 
record of growth and success. The ociety has 
-and almost 500 branches. 
- We are taking advantage of recent new legislation sad are expanding into exciting new 
as and extending the range of services to our members. To assist in the planning of 
expansion we Gen to recruit two staff, a Statistician anda Planning and 


ocieties i in We UK with an impressive 
ts of £8,800 O million, over 4,000 staff 





| ~The Statistician will have porabi ity for thep prepaigtiona Sen nd presentation of statistical 
_teports or savings and mortgage business and the new areas for building societies. 

At the main duties will be concerned with the analysis and intepretation of data, 

-~ there will also be an involvement in establishing needs and designing systems to support 

| the tal tec of data. Applicants should have a good Kee Jiii of 

Ge statistica techniques. 









The Planning and Research Assistant will he ent foi ERE collection and 
collation of a wide range of facts and figures, and production of written reports. Most of 
the effortis centred upon observation S Leeds Pern De nt’s position with respect to the 
| markets in which it ope ic analysis is also involved. Applicants. 
: Ser Ges a background in economics or busines 3 e studies. | 
I ed in each post. For both positions 
1 Gramming experiance on Beleeg using spreadsheet systems, or 
Se pee kages would be required. Further training will be provided where 
SE y. The work includes use and development of Kale a based modelling and 
forecasting +hniques using the latest technology 
` Qualifications for either position will probably include a degree i in statistics, economics 
` or a closely related discipline and/or membership of a professional institution. 
d red will reflect experience, and we are looking for persons with around two 
. years e) nce. In addition there are valuable staff mortgage facilities, pension scheme, 
free life assurance, subsidised staff restaurant and sports and social club facilities. S 
| When applying, please state which position you are interested i in or ‘whether you wish to — 
be considered for both positions. 
Interested applicants should either send a full CH with details of current salary Ee 
or MPTE T write briefly or telephone for an application form to: 


Mr A. Drysdale, Personnel Manager, 
Leeds Permanent Building Society, — 
Permanent House, fhe Headr 
Leeds LS1 INS. 
| Tel: (0532) 438181 EEN 
LEEDS PERMAN ILDINGSOCIETY y; SS SC 

SS EQUAL Ee EMPLOYER Ee rami id vely encoura ages 
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earners! „establishing Ameri- 
MATTERS HANDLED BY A Li- | 


ults based upon contingency 


Washington, . DC 20088 USA. 
Si (301) 951-9616. Telex 
4933729 WASH UI. Fax: (202) 
eae 


HOTEL NUMBER age 
-excellence in comfort and service 
i SC English buffet breakiaet, 


colour TY, radio, direct dial telephone, 
| hairdryers, tea/coffee/chocolate in 


EDEN PLAZA 
| HOTEL 
H Simple luxury in the heart of London: Bar, 
| restaurant, al rooms with.private facii- 


an branch companies, ete, ALL f 


Telex: 916228. Fax: 01-370 6570 
Tet: 01-370 61 21. 







Se agreement. 
ontact: Edward P. Gallagher, 
\ttorney-at-Law, PO Box 70302, 








CUSTOM. 





| STAND-( 








A smalttuxury hotel 


Single bedroom £41.50 
Double bedroom £49.96 
ipus 18% VAT) 


bedroom 
Most rooms with private facilities 
Complimentary newspapers 
Emperor's Gate 
South Kensington 
London SW7 4HH 
Tek: 01-370 7516 
From USA 011441 1 370 7516 
Telex: 9413498 EXECUT G 
Fax: 01-259 6153 


des ot i 
Outside Texas t RON: GAS: 2065 


| HQ WILL ADDRESS You FOR SUCCESS. 





Fo ‘stunningly designed and Geet staffed offices í on 
i a full and part-time basis. HQ Services include: 


Private Executive Offices 

Prestigious Address 

Telephone Answering ` 

Word Processing 

Telex and Facsimile | 

Conference Facilities ` 
and much more! ` 


Office Plans starting from $395 per month. 


e e e e @ a 


` PARK AVENUE ATRIUM THE CROWN BUILDING 
d 237 Park Avenue, 2ist Fir 730 Fifth Avenue, 9th Flr. 


New York, NY 10017 New York, NY 10019 
(212) 949-0722 (212) 333-8700 
Fax: (212) 697-8486 l Fax: (212} 333-8720 
Ke Ge HONN ` Telex: 4974685 HQ FIFTH 





HIQ CARES ABOUT YOUR SUCCESS. 


Over 70 centers. in 1 the U. So 


T As SERVICES 
VK Loi (eg: 


? ties, hair dryers, tu, direct dial telephone. 


| Eden Plaza Hotel, 68/69 Queensgate, 
South Kensington, London SW7 SJT. 



























IP DESK | 










10 LEES PLACE 













o THE — |) 
DIPLOMAT HOTEL | E 
2 CHESHAM STREET ` KE 7 
BELGRAVIA hour 
LONDON SW1X 8DT Ser rN 
London WEY 3RX 


TEL: 01-235 1544/ 
01-235 2890 

TELEX: 941 3498 EXECUTG | 

| FAX: 259 6153 


Tet: 01-491 7055. Telex 25940 Leas G. 
Fax: 01-629 2886 












‘Single; £42.50 + VAT 


|. Double/ win: £58.50 + VAT 





“Management/ Finance 





“Located in Belgravia, between Consulting—Services 
Knightsbridge and Sloane Re el tust/Foundation Forma- 
Square stations, in London's- tion and Management 


-~ Trustee and Fiduciary Services 

— Project. Evaluation ond impie- 
tmentafion ` 

— All International Transactions 


finest and most prestigious į 
area. | 


| All rooms with private facilities, | 


BE cacao Negotiations 
_ | colour television, direct dial ~~ Devel oping Contact with. Auth 
į telephone, hairdryers, coffee. | ties, Banks, Investors, Etc. 


and tea makers. Substantial 


iS, in 
| breakfast served | in bedrooms. 7211-04-83 


H-8073 : 
Fax dl 1S 31. Toler OK 








CENTRAL AFRICA 
_ COMMERCIAL 
| REPRESENTATION 


Instead of incurring the cost of sending 
representatives to East and Central Africa, 
use the facilities of an international trad- 
ing group with a regional office in Nairobi 
and other offices throughout the area 
| manned by well placed Europeans and 
| local staff able to look after your commer- 
1 cial interests, increase your sales and al- 
| ways be on the spot to look out for new 
| business opportunities. ‘Market reports will 
| be supplied on a regular basis. Modern 
communications. | 


Enquiries to PO. Bo 

























(53983, Nairobi, Kenya, 


| marked ‘Representation Enquiry’ 
















Readers ai are Tecominonded 


to ‘make appropriate enquiries. and seek advice before sending any 
money, incurring any expense or entering inte a binding commitment in 
relation to an advertisement. The Feanomist Newspaper Limited shali not 

- be liable to any person for loss or damage incurred or suffered as a result 
| of his/her accepting or offering te accept an invitation contained. in any 
S adverisemen! published # in ne. Economist: SEN 












PUT, DEMAND $ AND JOBS America’ S een rate was DESEN in a January, at 
» §,8%-—down from 6.7% a year ago. West Germany’ s unemployment rate fell to 8.7% in January, 
oe with 8.8% in January 1987. In the year to December West Germany's retail sales rose by 
2.0% in volume terms; sales in booming Britain grew ty 5.4%. Spanish retailers were happier stili; 
their sales grew by 15.5% in the year to the fourth quarter. Spain's industrial production grew 
` healthily too, with a rise of 8.9% in the 12 months to November. 













` a change at annual rate ; Brazil and Argentina. Prices should pick up ` 
} industrial production ewen retail sales [volume] unemployment % rate When the market’s focus shifts back to North 
3 wiet 1year Smthst ` ` 1 mear 8 wiet ` 1 en "weg ` ma ag America. Faced with record stocks of 536m. 
ie oe eee oe EE E 
Beigium + 06 De ee Se se s OO JAA e 2G American farmers were persuaded by gov- 
Canada 3108 L 88 ss 143 A — +70 + BB ne 31m 97.  emnment incentives to cut output. They har- 
France ` a ae A En Je E vested only 58m acres in 1987, the smallest 
W. Germany + 61 + Z0 me +57 +iða $653 + 20 oe Bis 88 crop for 11 years. Stocks could fall to 305m 
Holland +25 + 28 m +96 ti5æ T22 +50 os 141 o Di bushels this August. Unless the United 
italy 13 F36 m- reb EE States increases output next season, says — 
dapan 081 +86 ow +84 + 4G T85 Ut SB on 26 w Be Shearson Lehman in Chicago, stocks may 
Spain rap + BO mm T310 ns 22 SS. tali to 160m bushels by August 1989 | i 
Sweden +102 + 38 aw ~ 28 +36 w — 23 + 03 va 16 dn" Zä | SE ' 
Switzerland — 37 — 28% +28 +27 @ | +40 mi sot OB ot 09o Së 
rT ware) w L88 ee a ALO FBA EE o JER biko sigs: et eng grok 
l a oraa a coronary F38 u B3 A6 oe 58 am 87 | . : 
Baena O as SC 
, - - aee -  Allitems 993 1034 = 19 +294 
PRICES AND WAGES In the year to January West Germany's consumer prices rose by 0.7%: Be EE ON BON e LA 
Holland just bettered that, with only a 0.6% rise; Italy’ s consumer prices increased by 5.0%; and. iar eas SNE 
AN 106. 1074 ~ 3i +418 | 
Britain's wholesale prices rose by 3, 8%. American pay- -packets swelled by 3.0% in the same | "wn mn wi +14 ere 
period; in real terms, that was a fall of more than 1%. Canadians received an average pay riseof Wiems "wen 1057 55 +609 
2.5% in the year to November—a real. cut of t 6%. | Stering index 
Ali items o 4341 1372 +22 +138, 
Food 1235 1252 +38 +21 
e AN 1387 1429 +09 ` 
ees Nia t+ 199.1 1406 +58 + 28 
Ge Se RR Ou T25 SECH | ites. P 135.1 4407 Lë t45 
| Eme __. ser ER Aliteme ` en mi +01 +210 
TO oe, ee 
SEET ee go ak 73 SG me industrials SS ) 
Ne g mu 10820 1.1 4326 
Jape e 8 D o oa TIAS O LEBA e a Matt 1014 08 +36 +93 
fo 28 EE Be e T obie “985 1016 — 35 +504 
An +06 + 68 o EE EE a 
E OOO E o $peroz 456.25 43975 = 87 
GE Coad oii orth Sen Bront 
An dE 2. fe 33 + 3.0 e _1653_+ 38 






wings; UK, 






















































ariy wage fates in manufacturing gen Austratia, weakly van See ‘and Switzerland, ‘monthly earings Bagen, Canada, Sweden and USA, wn 
marihly eartings for all employees. ` 


a OIL RESERVES Middle Eastern ‘countries. 

account for 64% of the world’s known oil ` ep 

reserves. Saudi Arabia, with 170 billion cs Sei € Æ 

barrels in the ground if its share of the fpa en E S 

Neutral Zone is included, is best off; iraq, the ` fen 

aE, Kuwait and iran all sit on reserves of |80 

| around 100 billion barrels each. At present | 

1 rates of production, Kuwait's oil will last 200 - 
years; although Saudi Arabia has more of 

__ the stuff, it could run out in a mere 109 years. 

` Outside the Middle East, the Soviet Union. |4 

» has the most oil—59 billion barreis—but ` 

< that could last just 13 years in the unlikely. | 

event that no more is found, Of western (29. 

` industrialised countries, the United States | 

` has the biggest reserves; its oil could run out |, 

= in eight years. That is still more than Britain; 

< its 5.2 billion barrels could run dry in just six 

i yaar, again assuming no new finds. 









Eegenen 


' Bour: Fees 


-~ Yes of production - 


99 9DDDDHDDHDOQVOOOOS 


e The “American soyabean 
` market is getting ready to 
digest an expected record crop, of 1 billion ` 
bushels, from South America. Buyers are ` 
waiting in the hope of better deals from ` 








Arte green 


Aan EZ 








} IMPORTS America’ S ‘imports, expressed _ 


as a percentage of total world trade d 
manufactured - goods, rose from 11% i 
1975 to over 23% in 1986. Last year saw i 
slight fall, and the occo believes that Ameri- 
ca’s appetite for foreign goods will shrink to 
about 22% of world manufactured trade by 
1989. Newly industrialising countries (Nics) 
should see strong import growth: by 1989 
their imports could account for over 11% of 
world manufactured trade. By 1989 West 
Germany's imports may account for just 
under 10% of world trade in manufactures, 
up from 74% in 1975. Imports into Japan 
should double their share of world imported 
trade in manufactures over the same peri- 
od——but that would still leave the non- 
` communist world’s second-biggest economy 
with a tiny 43% slice. 

© imports as % of world trade in manufactures 














iV. 
San 


West Germany B 


| ‘WORLD BOURSES V Worries about inflation arid higher in interest rates ‘eft onder 4 5% down on tie, 


week. Nervousness over forthcoming trade figures hit Wall Street; the market fell 2. 0%. The battle e 
for control of Societe Générale lifted Brussels 9.4%. i e 








Stock price indices “a Change on GE 
*Feb 9 Feb 10 1987/88 one one em ` 34/12/86 

high -Jow week year high in local ee ee 
Australia 11803 ` mes "më -49 a0 88 -190 ias 
Belgium ` 4340.7* 5415.2. 3503.8 +04 + 78 88 .+60 +95 ` 
Canada 3003.1 28 2837.8 =44 mä 20 31 + BB” 
France 217 4604 2613 +65 = 348 A1 318 203 
W.Germany 1263.4 ei 12079 +25 55 up 293 201. 
Holland 290 3344 "992 11 -158 248 217 201 
Hongkong 2223.0 ` 29087 19948 <33 15 A437 2904 238 
an eg "ez ve ag an 93 AM4 22 — 
Japan 23662,3 266464 186440 nit +194 Aë +257 +540 ` 
Singapore 8518 1505.4 "wu = 41 7136 T434 At o 
South Africa 1405.0 2266.0 14020  —20 -— 80 280 -08 +66 ` 
Spain 245.1 $254 24 A8 + 28 BA 2177 +364- 
Sweden 2436.1 wei mes _ +13 "nu Su 98 +104 
Switzerland 4895 7297 48509 +13 nä 329 _ 7169 87 
UK 13559 19262 12820 A5 ~ 92 -206 +32 +206 
USA 1914.5 SE 20 -n3 -2.7 +10 A 





MONEY AND INTEREST RATES The’ 42-month growth of both measures of con S money GE 
slowed in December; narrow Mi grew by 6.8%, broad m3 by 11.5%. Spanish banks lowered their 
prime rates by a point: Italian banks eased theirs by just over a third of a point. ` 





Money suppiy ` interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
- % rise on yearago ` Money market Commercial banks Bond yields Eurocurrency 
Narrow. Broad} Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds 
oe [M1] lending 3months long-term ` 
Australia +203 +166 mo 1015 1110 1300 1080 1250 _ ae ae aa 
Belgium +75 +144 œ 625° 625 875 600 774 786 631 ma 
Canada + 84 +62 Jn 863 8.75 975 770 947 987 831 1032 
France + 20 +79 sp 725 756 945 7.69 921 1010 "81 938- 
W. Germany + 7.5 + 60 oe 330 330 600 300 59 560 398 43 
Holland +52 +34 o 394 394. 575 350 592 Gei — 400 Di: 
italy +96 +10.9 sp 1038 11,25 1265 na 1028 1068 op mm 
Japan +68 +15 mwc 338 38l 3.38. 1.76 451* 458 419 ` S 
Spain 1121 +144 Nw 1241 1201 1600 650 1263 1811 14,25 ma) 
Sweden na +71 sw 925 9655 11.50 9.90 11.10 1220 au na- 
Switzerland +10.5 +11.5 nw 088 156 550 125 407 _ 442 1.50 
UK “227 +228 pe 644 944 1000 9.31 953 1083 944 ` 
USA +31 +50 o 644 654 8.50 660 836 925 6.75 


Other key rates in London 3-mth Bong Bills 8.7%, 7-day Interbank 7.9, clearing. banks’ any notice 3.3%. Eurodol al a 


rates (Libor): 3. mths 6.8%, 6 mths 6.99 
| se SE Canada, § Spain, Switzerland, a UK, W. Germany M3, Japan M2 + CBs. Definitions of interest rates quoted available on request. GH es d 


hattan, Banque de Commerce (Belgium), Nederlandse Credietbank, Credit Lyonnais, Svenska Handelsbanken, ANZ Bank, Credit Suisse “`| 


| Ka Boston, Wharton ode These rates are. indicative only and cannot be construed as offers ei these banks.* New series. 


$ ) 0.6% ig the Sea stering, troubled toy inflation worries, lost 0. 7%, rae t for December's S reserves s teli Samer to Geen the Ee T 


W. Germany ` 
SCH 


eRe 





E 6 billion: during the year. 


trade-weighted}+ 
exchange rate 










TI tietconomis 


\w Intelligence Unit Stay in tou G h 
with your international market 


Do you know enough about the countries with which you the horizon, The annual Country Profiles provide the 
deal? All round the world, changes in the political and 


essential background information. 

economic environment can affect your business. SPECIAL QUANTITY DISCOUNT 

To help you stay in touch with your international markets, if you would like to subscribe to several reports or even all 92, 
The Economist Intelligence Unit publishes 92 Country our discount structure will save you money. The more 
Reports. Every quarter, up to 40 pages give you facts,analysis countries you take, the higher the quantity discount you can 
and short term forecasts for 165 countries. ` ` claim. For example, if you take over 5 countries you get a 

By reviewing important political and economic 10% discount. 
developments, evaluating growth prospects, investment and To subscribe to one or more of the 92 Country Reports, 
consumer spending trends and by assessing business simply tick the boxes of the countries you require and 
opportunities and problems, the Country Reports alert you to 


f ; ; me send this page, complete with your name and 
changes in the business environment and indicate others on address to The Economist Intelligence 


















Unit. 
: Please tick 
e the boxes 
2 lavia 
? Middie East & North El Yugos 
P C india, Nepal Africa Western Europe 
S s e an C] Pakistan, Afghanistan f] Algeria 3 Austria 
S Le C Zambia C1] Sri Lanka Cl Bahrain, Qatar. Oman, ` LU) Belgium, Luxembourg 
Africa He , Latin America & the The Yemens [} Denmark, iceland 
LI Zimbabwe, Malawi lee 
CH Angola, São Tomé Caribbean UI Egypt C) Fintand 
and Principe Far East A Australasia CO) Argentina Ch wan (a cede 
CO Cameroon, CAR, LI Austratia LU) Brazil CU) rag LU) Greece 
{J Congo, Gabon, 0] Hong Kong, Macau Se Se rean 
Equatorial Guinea eer See = Colombia C Jordan O tay 
hana, Sierra Leone, ndoc hans ot Cuba, Dominican cae 
eee Laos, Cambodia Republic, Haiti, 0 Kuwait | C Netherlands 
CH Guinea, Mali, C] indonesia Puerto Rico Lebanon, Cyprus O Norway 
Mauritania LI Japan CH) Ecuador Libya C Portugal 
D) ivory Coast (J Malaysia, Brunei C] Guatemala, EI LI Morocco LI Spain 
LI ge UI New Zealand - Salvador, Honduras z Saudi Arabia LI Sweden 
E Biet mg (i Pacific islands: Papua Ò] Jamaica, Belize. Sudan C] Switzeriand 
eg SSES New Guinea, Fiji, Bahamas, Bermuda ` 7 Syria C] United Kingdom 
Gë Solomon islands, Cl Mexico C] Tunisia, Malta cy tG H 
C} Namibia, Botswana, Western Samoa, unisia, West Germany 
Lesotho, Swaziland Vanuatu, Tonga LI Nicaragua, Costa C] Turkey O Hungary 
C] Nigeria Ga [2 Philippines cy Bag leh C] UnitedArab Emirates mM poland 
ai, The Gambia, SE Peru, Bolivia 
i Guines Bisaa, Cape [] Singapore CH Trinidad & Tobago, a America LI Romen Bulgaria, 
verde LI South Korea Guyana, Barbados, Canada 
4 O USSR 
CI South Africa [ Taiwan Windward & Leeward ` UI USA USS 
LI Tanzania, CH Thailand, Burma islands USSR & Eastern Europe 
Mozambique indian Sub-Continent a SE ipi mec? = SRS 
Zei e, enerva, GUNNSME, East German 
5 ar iji C Bangladesh Netherlands Antilles S 
Cl uganda, Ethiopia, 


Somalia, Djibout 












DC Please enter a subscription to the Country Reports ticked. An annual 





























Name me 
subscription to one Report is: UK, Europe and rest of worid £75. North 
America US$145, Postage is extra outside the UK: Europe £2.50; Rest of 
World £6.50; North America US$1 2 for each report ordered. Address enema 
LI Please invoice me Li Please send me turther information 
E) lenciose payment of £/USS BEEN 7 i R i 
The Economist Intelligence Unit, Subscription Dept. (E). 
40 Duke Street, London W1A 1DW. Telephone: 01-493 6711. si; 
Overseas Offices: Se 
Brussels ~ c/o MIA. 1 Square Wiser, Bte 26-1040 Brussels, Belgium, ee UTICE . 
Telephone: 02-230 6935. 25 Si James's Straat | TheEconomist 
Frankfurt ~ Friedrichstrasse 34, 6060 Frankfurt am Main 1, Registered in Landon 
West Germany. Telephone 728141. 





E Intelligence Unit 





No foreign market can be tapped from afar. 


Without actually being on the scene, 
not even the astute observer of distant 
markets can always differentiate between 
cause and effect. In-depth insights into 
market dynamics evolve only from an active 
on-site presence. 

That is why DG BANK maintains its own 
branches in the world's key business cen- 
tres. The benefit for our partners: timely 


Let’s start at the heart. 


intelligence on new developments, enab- 
ling you to judiciously avert risks and capi- 
talise on opportunities. 

Together you and we explore trade 
prospects, analyse your product's sales 
potential. We establish the vital contacts for 
you, and provide access to attractive new 
sources of capital. 

Head Office: DG BANK, RO.Box10 06 51, 


DG BANK Bi 


Am Platz der Republik, D-6000 Frankfur 
am Main 1, Federal Republic of Germany 
Telephone: (69) 7447-01, Telex: 412 291 
Telefax: (69) 74 47-16 85/16 88. 

Offices in: New York, Los Angeles 
Atlanta, Rio de Janeiro, Hongkong, Singa 
pore, Tokyo, Kuala Lumpur, London, Luxem 
bourg, Zurich, Geneva, Budapest. 

The broadly based Bank. 





